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Results in Brief (in thousands except where noted by asterisk) 1974 
Net Sales, :2cc:,5 uct ae ee eeu near ee $1,684,608 
Net Earnie: <2 avéccrn oa ace eect a $ 306,002 
Per Share * ic 5 i eette de letialc ech eae ee ee ee $4.11 
Dividends Paid ..Atese. wayoc. ccc Sheinee ene ale een meee $ 119,267 
Per Share xa-c< oti-eaon Ce ee eee ee $1.60 
Income and Mining Faxes acre erect ee ee oer $ 248,431 
Capital Expendituresze <1: .caee Sine ee eee tee eee $ 149,242 
Ore Mined (Shorttons}isce.c = Scere oe) een te eee 22,000 
Nickel Delivertes (DOUNGS);.e ee: oe ero ie eee eee 549,070 
Copper Deliveries (Wounds) 545 5 see ase eee eee 367,190 
Platinum-Group Metals & 
Gold Deliveries (troy OUNCES) 2 ae ee 317 
Employees*— Metals Business. 2... 2 «sana een ne ane eee 32,459 
= (FSB MpeOroOratediocs, .. 2 een eee 16,503 
Shareholders * sis 4 25.3 Sees Ges 2 ea eee ee ee 86,795 
Di figu this Report are expressed in United States currency, unless otherwise stated. 


1973 


$1,172,814 
$ 226,859 
$3.04 
$ 89,443 
$1.20 
$ 119,420 
S$ 88,814 
TOS 
517,030 
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Message to Shareholders 


The year covered by this Report was marked 
by a record level of sales and earnings, by 
your Company's first diversification into a 
completely new line of business and by 
continued expansion in Canada and 

abroad. It was also marked by severe 
inflation, by the launching of onerous new 
provincial and federal tax regimes for the 
Canadian mining industry and by an eco- 
nomic downturn in most parts of the world. 

The historically high levels of sales and 
earnings in 1974 were the result of a strong 
demand for our products, met by record 
production as well as a substantial draw- 
down of inventories, and a generally im- 
proved level of prices. Benefits accruing 
from continuing process improvement and 
cost-control programs, while significant, 
were more than offset by the effects of 
inflation. 

We need hardly remind shareholders, 
however, that current sales and earnings 
figures looked at alone do not tell the full 
story. To speak of record performances and 
make traditional comparisons with previous 
years can be misleading. The fact is that 
your Company, in common with virtually 
every corporation in the Western world, has 
been affected by a dismayingly high level 
of inflation. This not only results in a sub- 
stantially lower real-dollar return on assets 
and shareholders’ equity than would other- 
wise be the case, but also necessitates 
the retention of a large proportion of earn- 
ings for capital requirements. 


During the summer, the Company ac- 
quired ESB Incorporated, one of the world’s 
leading battery companies, with asound 
growth record and areputation for good 
management. A description of this new 
affiliate’s principal activities is to be found 
on pages 19 to 21. 

We intend to continue to seek planned 
and orderly diversification, both through 
internal developments and the acquisition 
of other enterprises, as opportunities 
present themselves. Our criteria in making 
acquisitions are a good earnings potential, 
the capacity to offset cyclical swings in 
earnings in the primary metals industry and 
abroad compatibility with our own skills 
and assets. 

Nickel production at our Canadian facili- 
ties increased by 41 million pounds last 
year and will be increased again this year. 
Construction is well under way in Indonesia 
and Guatemala on facilities which will 
ultimately increase the Company's capacity 
by an additional 130 million pounds. For 
the longer term, we also have programs in 
various stages of development involving 
nickel, copper and other resources (inclu- 
ding oil and deepsea nodules) in anumber 
of other areas. 

The taxation changes announced last 
year by the provincial and federal govern- 
ments carry implications which are inimical 
to the continuing vitality of the mining 
industry and to its historically important 
role in the Canadian economy. The govern- 
ments concerned have made modifications 
in some instances, but much remains to be 
done and we are continuing to make repre- 
sentations to the appropriate public 
authorities. No one seriously argues that 
traditional tax arrangements are immutable 
or that mining should not pay its just share 
of public costs. On the other hand, it is clear 
that since major natural resource compa- 
nies are being taxed at significantly higher 
levels than manufacturing companies in 
Canada, the pendulum has swung too far. 
We believe that, in time, the necessity of 
further changes will be recognized. 


Looking forward, the effect of the reces- 
sion on our business is difficult to assess. 
The heavy demand for our products in the 
past year was to a significant extent attribu- 
table to the strength in the capital goods 
market. Fortunately, this market has still not 
shown the weakness reflected worldwide 
in the demand for consumer goods. 

We are confident that the Company's 
large and diverse reserves of human, 
material and financial strength equip it well 
to meet the challenges that lie ahead. 


EetuanD Qt 


Chairman and Chief Officer 


phon Carter 


President 
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Sales by Principal Products 
(millions $) 


Pee Platinum-group metals and others 
Batteries and related products 


Rolling mill products 
Primary nickel products 


Net Earnings 


Per share ($) 
1.94] 1.5911.90] 1.93 


Return on Shareholders’ Equity 
and Total Assets (%) 


1.20] 1.60 
119 


| Per share ($) 
41.22 |1.12 [1.20]1.23 | 1.20 | 1.40] 1.30]1.00 
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Financial Review 


Net earnings in 1974 climbed to $306.0 
million, or $4.11 a share, surpassing the 
record of $226.9 million, or $3.04 a share, 
set in 1973. Increased deliveries and im- 
proved prices for nickel, copper and rolling 
mill products were the prime contributors 
to the better performance, more than off- 
setting the adverse effects of higher unit 
costs and substantially higher effective 
income and mining tax rates. 

Inaugurating a program to reduce de- 
pendence on its traditional business by 
diversifying into other fields, the Company 
made a significant entry into the packaged 
power industry with the acquisition of ESB 
Incorporated, effective as of August 1, for 
$234 million. The contribution to 1974 
earnings from ESB’s operations was not 
significant; this contribution consisted of 
earnings from ESB’s operations for the five 
months since Its acquisition, adjusted for 
the effect of purchase accounting pro- 
cedures applicable to the acquisition. 

Sales for the year were $1,685 million. 
Metals sales rose to $1,451 million, com- 
pared with $1,173 million in 1973, as de- 
liveries set new highs. Primary nickel prod- 
ucts accounted for sales of $756 mil- 
lion, an increase of $100 million from 
1973, as the result of improved prices and 
increased deliveries. Copper sales were 
$318 million, rising from $222 million a 
year ago. Sales of rolling mill products 
amounted to $298 million, an increase of 
$71 million over last year. Since its ac- 
quisition, ESB has contributed $234 
million to consolidated net sales. 

Costs for the year of $888 million ex- 
ceeded 1973 costs by $244 million. The 
inclusion of ESB’s results from August 1, 
1974 accounted for $187 million of this 
increase, while the remainder was attribut- 
able principally to increased deliveries and 
higher unit costs in the metals business. 
Rapidly increasing supply, energy and labor 
costs more than offset continued improve- 
ments in operating efficiency. Costs in 1974 
reflect a modest benefit from copper hedg- 
ing activities, a program begun in late 1973 
in order to stabilize price realizations on 
that portion of the Company’s copper sold 
in Europe at prices based on London Metal 
Exchange quotations. 

Selling, general and administrative 
expenses for 1974 of $101 million includes 
$31 million attributable to the inclusion of 
ESB’s results for the last five months of 
the year. 

Income and mining tax expense in 1974 
reached $248 million, more than double 
the amount incurred in 1973. While some- 
what more than half of this increase related 


to higher earnings, the balance was primar- 
ily attributable to the introduction of higher 
rates for Ontario mining and Manitoba 
royalty taxes and the termination of tax 
exemption on income from new mines. The 
effective corporate income and mining tax 
rate increased from 34.5 per cent in 1973 
to 44.8 per cent in 1974. The Company’s 
earnings for the first nine months of the 
year, announced October 17, 1974, did not 
reflect the changes in Canadian federal 
income taxes proposed May 6, 1974, which 
were not enacted prior to the dissolution of 
Parliament. The earnings for the fourth 
quarter and year 1974 did reflect the federal 
changes with effect from May 7, following 
the government's reintroduction of the 
May 6 changes, with some modifications 
affecting the mining Industry, in the No- 
vember 18 budget. The recognition of the 
federal budget changes resulted in a benefit 
for 1974, which was not substantial rela- 
tive to the Company’s total income and 
mining taxes. The benefit will be of short 
duration, however, and, during 1976, these 
federal tax changes will result in additional 
taxes to the Company. The Company’s 
overall tax rate is influenced to a major de- 
gree by applicable Canadian taxes. The 
effective income and mining tax rate on 
Canadian income could approximate 50 
per cent in 1976, when the Canadian tax 
changes are expected to be fully effective. 

Cash and marketable securities at year- 
end amounted to $261 million, an increase 
of $67 million over 1973, despite the outlay 
for the acquisition of ESB. The higher 
average level of marketable securities held 
during the year was chiefly responsible for 
the near-doubling of Other Income. 

Capital expenditures in 1974 totalled 
$149 million, as the Company continued 
its modernization of production facilities 
and moved ahead with the development 
of lateritic ore projects in Indonesia and 
Guatemala. In 1975, capital expenditures 
are expected to approximate $400 million, 
more than half of which is designated for 
the lateritic projects. Long-term loans ar- 
ranged by the Company's majority-owned 
Indonesian and Guatemalan subsidiaries 
will finance major portions of the latter 
expenditures. 

During 1974, total debt, inclusive of 
short-term borrowings, increased by $149 
million. The inclusion of ESB’s debt in the 
consolidated balance sheet accounted for 


$134 million of this increase, and $40 
million was drawn down In connection 
with the Indonesian project. Other cor- 
porate debt was reduced by $25 million. 

The Company's rate of return on total 
assets improved from 10.1 per cent in 1973 
to 10.9 per cent in 1974, while the return 
on shareholders’ equity rose from 18.5 per 
cent in 1973 to 21.7 per cent in 1974. 
These are increases, however, which do not 
reflect the erosive effects of inflation on the 
Company’s profitability. Since total assets 
and shareholders’ equity are expressed in 
terms of historic costs, earnings are inflated 
and the value of investments in total assets 
and shareholders’ equity are understated. 
This is particularly true of a company such 
as Inco whose major business Is the highly 
capital-intensive mining industry. 

As long as high rates of inflation prevail 
and governments neglect to recognize this 
problem in their tax structures, investment 
requirements must be financed to a greater 
extent from internally generated funds. In 
1974, as in 1973, the Company reinvested a 
greater proportion of its earnings in the 
business than it had in recent years. Never- 
theless, the dividends paid in 1974, 
amounting to $119.3 million, or $1.60 a 
share, represented a 33 per cent increase 
over 1973 dividends of $89.4 million, or 
$1.20 ashare. 

On September 9, 1974, following share- 
holder approval at a special meeting In 
August, the share capital of the Company 
was altered in order to permit the payment 
of ‘‘tax-deferred” dividends. The share 
capital alteration resulted in the reclassifi- 
cation of the common shares of Inco as 
Class A Common Shares and the author- 
ization of an equal number of Class B 
Common Shares. The two classes are 
interconvertible at any time on a share-for- 
share basis. Tax-deferred dividends may 
be declared by the Board of Directors on 
the Company’s Class B Common Shares 
out of “1971 capital surplus on hand” as 
provided in the Income Tax Act of Canada. 
The tax consequences for shareholders 
holding Class A or Class B shares vary 
depending upon their place of residence 
and the applicable tax law. The Board 
declared the dividends payable in Decem- 
ber 1974 and March 1975 on Class B 
Common Shares out of 1971 capital 
surplus on hand.” 


Metals Marketing 


Deliveries and Prices 
The Company's metal deliveriesin 1974, 
compared with 1973, were as follows: 


1974 7s 
(in thousands) 
Nickel (Ibs.) 549,070 517,030 
Copper (Ibs.) 367,190 327,120 
Platinum-group metalst 
and gold (troy ozs.) Silp7, 413 
Silver (troy ozs.) 1,910 DAV TKO) 
Cobalt (Ibs.) L@ 1,870 
Iron ore (long tons) 583 625 


tPlatinum, palladium, rhodium, ruthenium, iridium and 
osmium 


Net sales of all metal products in 1974, 
compared with 1973, were as follows: 
1974 97S 


(in thousands) 


Primary nickel $ 756,369 $ 655,783 


Refined copper Sil 7, SI7/ DI SE 2O 
Rolling mill products 297,784 DOT N27 
Precious metals 58,414 50,268 
Other 20,108 18,116 


$1,450,632 $1,172,814 


Inco’s 1974 sales of all metal products 
by geographic area, compared with 1973, 
were as follows: 

1974 Is 
(in thousands) 


United States $ 545,534 $ 482,840 


Europe 475,645 355,966 
Canada 238,641 165,279 
Asia 159,110 128,034 
Others 31,702 40,695 

$1,450,632 $1,172,814 
Nickel 


Nickel deliveries by Inco in 1974 ex- 
ceeded the prior peak established in 1970 
by 6 per cent. The Company's sales 
were strong in all major nickel-consuming 
countries, reflecting the high demand for 
nickel, which began in 1973 and continued 
throughout 1974, despite the economic 
downturn in some sectors. Sales to date in 
1975, however, reflect an easing of nickel 
demand. 

Inco responded to the heavy demand 
from its customers both by expanding 
nickel production and by substantially 
reducing inventory. 

During the year, the prices of the Com- 
pany’s primary nickel products were in- 
creased. At year-end, the price of Inco’s 
electrolytic nickel and refined nickel pellets 
was $2.01 a pound, and the price of nickel 
oxide sinter 75 was $1.88 a pound nickel 
content. The improved prices for the Com- 
pany’s nickel oxide sinter had little effect 
on the increase in earnings in 1974, since 
most of the deliveries took place under 
contracts signed in late 1973 at the lower 
price then in effect. 


Nickel pellet sales were strong in North 
America in 1974, the first full year of opera- 
tion of Inco’s Copper Cliff nickel refinery. 
Many customers installed bulk-handling 
equipment for pellets, such as this new 
storage facility at the Huntington Alloy 
Products Division’s Burnaugh plant. 


A 


The year 1974 marked the 50th anniversary 
of Inco product research in the United 
States, as well as the 10th anniversary of the 
Paul D. Merica Research Laboratory. 


In Europe, S pellets, produced at Inco’s 
refinery in Clydach, Wales, gained in popu- 
larity in 1974 as a plating material. 


Following wide acceptance in the steel 
and foundry industries of Incomet* nickel, 
an improved product with greater utility, 
production of nickel oxide sinter 90 was 
discontinued at the end of 1974. At year- 
end, Incomet nickel was priced at $1.95 a 
pound nickel content. 


Copper 

Deliveries of ORC* brand copper in 
1974 surpassed the previous high, set in 
1970, by 5 per cent. Worldwide de- 
mand for copper increased during the 
first half of the year, and declined markedly 
in the second half, but Inco’s deliveries 
were sustained at a high level throughout 
1974. 

The Company realized an average price 
of 88 cents a pound for its copper in 1974, 
compared with 69 cents the previous year. 
About half of Inco’s copper was sold in 
Canada at prices that ranged from a high of 
82.5 cents (Can.) to 73 cents at year-end. 
The Company's price has subsequently 
been decreased to 63.375 cents a pound. 
Most of the balance of the Company’s 
copper was sold in Europe at prices based 
on London Metal Exchange quotations, 
which ranged from the equivalent of 91 
cents a pound at the beginning of the 
year to arecord $1.52 on April 1, and fell 
to the year’s low of 56 cents on December 
24. On February 13, 1975, the LME quota- 
tion was the equivalent of 56 cents a 
pound. 


Rolling Mill Products 

The higher level of sales of Inco’s rolling 
mill products ($298 million, compared 
with $227 million in 1973) reflected the 
continuing strong demand for high-nickel 
alloys, especially in the chemical, petro- 
chemical and energy fields, as well as 
improved prices. Sales of products from the 
Company's two rolling mill operations, 
the Huntington Alloy Products Division 
in the United States and Henry Wiggin 
& Company Limited in the United King- 
dom, accounted for some 20 per cent of 
Inco’s total metal sales. While Huntington 
Alloys and Wiggin both established all- 
time sales records, Wiggin was adversely 
affected until the latter part of the year by 
a labor shortage. 

In October, Daido Special Alloys Ltd., 
jointly owned by Daido Steel Co., Ltd. 
and Inco, commenced the marketing 
phase of its specialty and high-nickel 
alloys venture In Japan. 


Nickel Marketing 

The marketing and product research 
groups were reorganized in 1974 to make 
them more responsive to customers’ 
needs and to focus more sharply on the 


development, promotion and sale of the 
Company's products. 

To increase sales and provide better 
service to customers in the expanding 
South American nickel market, the Com- 
pany established a new Brazilian sub- 
sidiary, International Nickel do Brasil 
Comercial Ltda., which began marketing 
operations early in 1975. 

During the year, Inco entered into 
contractual arrangements for the delivery 
of a substantial portion of its nickel output 
from 1975 through 1977. The contracts 
cover both Class | (e.g., electrolytic nickel 
and pellets) and Class II (e.g., nickel oxide 
sinter and Incomet) forms of nickel and 
are for fixed quantities at the prices in 
effect for Inco nickel at the time of deliv- 
ery. These commitments will improve 
forward planning by both Inco and its 
customers. 

Refined nickel pellets from the Com- 
pany’s new Copper Cliff nickel refinery 
gained increasingly wide acceptance in 
North America in 1974. Pellets are now 
the preferred form of Class | nickel for 
superalloys and high-nickel alloys 
generally. Demand for Inco’s S* nickel 
pellets, a plating product produced at the 
Clydach, Wales, refinery and introduced 
in 1973, showed a healthy growth in 
Europe in 1974. Sales of Inco nickel 
powders increased by more than 35 per 
cent during the year. 

The growing acceptance of Incomet 
nickel for “finishing” in the stainless steel 
industry and for use by foundries as a 
“charge” material helped maintain Class II 
nickel sales at a high level. In addition, the 
market for Inco’s nickel oxide sinter 75 
was considerably strengthened as a result 
of joint work with customers, which dem- 
onstrated this product’s economic and 
metallurgical advantages in the produc- 
tion of stainless steel. 

Markets for high-performance, corro- 
sion-resistant alloys developed by Inco 
include nuclear power stations, petro- 
chemical plants, coal gasification facilities 
and aerospace applications. 


*Inco trademark 9 


Symbolic of Inco’s modern mining technol- 
ogy, this giant raise borer can ream outa 
7-foot opening, 200 feet long, in a week, a 
job that previously took several months. 
Raises are openings driven from level to 
level throughout a mine to service stopes 
and provide ore chutes and manways. 


Metals Production 


In 1974, Inco produced a record 510 mil- 
lion pounds of nickel, compared with 469 
million pounds in 1973. The new program 
to expand Canadian nickel output, begun in 
1973, is continuing into 1975, when an- 
nual production is expected to exceed 520 
million pounds. This falls within the opti- 
mum practicable capacity range for the 
Company's Canadian facilities, while at 
the same time ensuring the prudent long- 
term utilization of ore reserves. 


Mines and Surface Facilities 

The Company mined a total of 22.0 mil- 
lion short tons of ore, with an average 
grade of 1.39 per cent nickel and .97 
per cent copper. This compares with 19.7 
million tons in 1973, having an average 
grade of 1.41 per cent nickel and .98 per 
cent copper. 

Operating efficiencies were improved at 
all underground locations during the year. 
In January 1974, production from the Crean 
Hill mine was resumed on a regular basis. 
Scheduled operations were completed at 
the Clarabelle open-pit mine in Sudbury in 
December 1974. Mining at this site will be 
resumed upon development of an exten- 
sion. 

Inco currently has 16 mines in operation, 
13 in Ontario and three in Manitoba. Two 
mines in Ontario and one in Manitoba are 
being maintained on a standby basis. 

As the result of the billion-dollar capital 
program carried out in Canada from 1967 
through 1972 to modernize and expand the 
Company’s facilities and of continuing cap- 
ital expenditures of a very high order, the 
concentrators, smelters, refineries and iron 
ore recovery plant operated at a new peak 
of efficiency throughout the year. While 
the Copper Cliff nickel refinery produced 
refined nickel pellets and powders that 
exceeded quality specifications in Its first 
full year of operation, it did not achieve 
full capacity due to feed preparation 
problems. To overcome them, work has 
begun to increase the capacity of the 
top-blown rotary converter plant to match 
the 125 million-pound design capacity of 
the pressure carbony| plant. 


Rolling Mills 

At the Huntington Alloy Products Divi- 
sion, a new tube reducer is being installed 
and a new vacuum arc remelt furnace Is 


expected to be put into operation this year 
in anticipation of market demand. Cost 
savings were achieved by the installation 
of bulk-handling facilities for nickel pellets 
in 1974. 

At the Wiggin facility in Hereford, Eng- 
land, work is nearing completion on the 
commissioning of a major powder atom- 
ization and compaction plant, which will 
produce pre-alloyed powder and com- 
pacted forms of superalloys for high- 
integrity gas turbine engine components. 
Equipment is being commissioned to im- 
prove recovery of metallic matter from 
waste products generated in the plant. 


Environmental Control 

Inco’s air quality monitoring program In 
the Sudbury area continued to indicate that 
the operation of the 1,250-foot smelter 
chimney, together with technological im- 
provements in the Sudbury operations, has 
significantly improved air quality in the 
region. The Economic Council of Canada 
reported in November 1974 that the pollu- 
tion index in Sudbury has been reduced by 
more than 50 per cent in the last three 
years, giving the community the cleanest 
air of the 11 major Canadian cities surveyed. 

To assist in preventing ecological dam- 
age during periods of adverse weather, 
the Company has installed meteorological 
surveillance facilities in Sudbury, including 
a direct link with the federal government's 
Atmospheric Environment Service. 

Measures to further improve dust and 
fume control were implemented at various 
plant facilities throughout the Company. 

Construction began in mid-1974 on two 
waste water treatment plants to treat all 
effluents from the Company's facilities in 
the immediate Sudbury vicinity. They will 
go Into operation in 1975. 

As part of continuing reclamation and 
landscaping programs, some 40,000 trees 
were planted in 1974 at Sudbury and 
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Molten copper pours into cake and large 
billet moulds under console control at the 
Copper Cliff copper refinery. Semi-contin- 
uous Casting equipment, installed in late 
1973, reached full capacity during 1974. 


With the deepening of the Manitoba 
Division's Pipe open-pit mine, additional 65- 
ton haulage trucks were put to work moving 
increased daily tonnages from the pit to 

the surface crusher. 


Shebandowan. In addition, work went 
forward on establishing vegetation on 
tailings at Sudbury. In the Manitoba Divi- 
sion, landscaping was extended to areas 
adjacent to the main plant complex at 
Thompson. 


Energy 

Although energy costs continued to 
rise, the shortages which affected many 
industries during the year did not have a 
significant impact on the Company’s 
output. In contrast with some other pro- 
ducers who depend exclusively on oil, 
Inco is fortunate in having access to a 
variety of sources of energy. This is par- 
ticularly true at its Canadian facilities, 
which are heavy consumers of hydro- 
electric power (both from public utilities 
and the Company's own power plants) 
and, to a lesser extent, consumers of 
oil and natural gas. 

Strict conservation programs, as well as 
cost-availability studies of long-term re- 
quirements and alternatives, were under- 
taken during the year with a view to re- 
taining this flexibility. In Canada, savings 
and efficiencies were achieved following a 
detailed review of the Ontario Division's 
electric power generation and consump- 
tion practices. In the United Kingdom, 
government-mandated restrictions on the 
use of electricity during the first three 
months of 1974 had little effect on pro- 
duction at the Clydach and Acton refin- 
eries and the Wiggin rolling mill. At the 
Huntington and Burnaugh plants in the 
United States, ample electric power was 
available in 1974, and no shortage is ex- 
pected in 1975. Stringent natural gas con- 
servation measures have been imple- 
mented at these facilities, and the Com- 
pany is investigating alternative sources of 


energy supply. 


Corporate Research 


During the past year, the Company, ex- 
cluding ESB, spent some $28 million on 
process and product research in its labora- 
tories and research stations in Canada, the 
United States and the United Kingdom. 
This compares with some $24 million in 
PSAs 

Investigations were directed to the 
determination of the most economic 
methods for treating potentially com- 
mercial nickel ores available to Inco In 
various parts of the world. For the more 
advanced projects, selected processes 
were evaluated on a pilot-plant scale in 
the Port Colborne, Ontario, research 
stations. 

Inco’s research organization continued 
to assess potentially advantageous process 
modifications and possible new primary 
products. Particular attention was paid to 
techniques requiring less energy. A major 
effort was expended on processes for the 
reduction of sulphur dioxide emissions and 
for generally minimizing the effect on the 
environment of processing. 

In reorganizing its product research 
programs, Inco continued its efforts to de- 
velop new materials containing the Com- 
pany’s products. The following laboratory 
developments during the year showed 
promise in commercial applications: 

e A highly corrosion-resistant, anti- 
fouling copper-nickel-chromium alloy 
for use In marine condensers and power 
generating equipment, and possibly as 
cladding for ship hulls. 

e A high-strength, low-expansion alloy 
for casting. 

e An improved corrosion-resistant nickel- 
base alloy for cast blades and vanes In 
industrial gas turbines. 


e Powder metallurgy high-temperature 
superalloys, produced by Inco’s me- 
chanical alloying and atomization 
processes, for gas turbines. 

¢ Nickel flake for incorporation in high- 
reflectivity paints. 

e A nickel-containing catalyst for automo- 
tive exhaust emissions. 


Basic research to make available the 
necessary technology for future innovative 
developments continues side by side with 
applied research to provide the foundation 
for possible new corporate ventures. 
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A section of a Canadian-made dryer kiln 
shell for the Company’s Indonesian nickel 
project frames part of the Toronto skyline as 
an Inco-chartered vessel takes on material 
and equipment bound for the construction 
site on the island of Sulawesi. Photos inset 
at the top show, left to right: construction 
of the building to house the plant’s electric 
melting furnace; an exploration crew test- 
drilling for ore; stripping of the orebody in 
preparation for surface mining. 


New Projects, Exploration, 
Ore Reserves 


Indonesia 

Site preparation is almost complete, and 
construction of surface facilities is well 
under way at the lateritic mining and 
processing project of P. T. International 
Nickel Indonesia, a majority-owned sub- 
sidiary, at Soroako on the island of 
Sulawesi. Approximately 1,800 contractors’ 
employees were at work on the project at 
year-end, and in 1975 the work force will 
reach 2,500. 

The first stage of the project, which will 
have an annual production rate of some 35 
million pounds of nickel in the form of 
nickel matte, is expected to come into 
operation late in 1976. 

Plans were advanced during 1974 to 
expand the project's capacity to approx- 
imately 100 million pounds annually by 
1979. There are ample ore reserves to sup- 
port this level of production. Financial and 
governmental arrangements for the ex- 
panded facilities, including a hydro- 
electric power plant on the nearby Larona 
River, are near completion. The capital 
costs of the total project are currently esti- 
mated at more than $600 million. 


Guatemala 

Engineering, procurement and con- 
struction activities for the lateritic nickel 
project of Exploraciones y Explotaciones 
Mineras Izabal, S.A. (Exmibal), a majority- 
owned subsidiary, progressed on schedule 
in Guatemala. Approximately 1,000 con- 
tractors’ employees were at work on the 
project at year-end, and in 1975 the work 
force will reach 1,700. 

The ore processing plant is expected to 
be completed by the end of 1976, with 
production beginning in 1977 at an annual 
rate of about 28 million pounds of nickel 
contained in nickel matte. The total project 
cost is currently estimated at more than 
$180 million. Ore reserves are sufficient 
to support subsequent expansion of the 
facilities. 


Other Developments 

Following preliminary studies and pilot- 
plant testing of a bulk sample of ore, 
evaluation began on a lateritic nickel pro- 


ject at Barro Alto in the State of Goias, 
Brazil. A preliminary feasibility study is 
scheduled for completion during 1975. 

A Brazilian company, Baminco Mineracao 
e Siderurgia, S.A., in which Inco and West 
German partners have equal interests, 
holds mining rights over the deposit. 

As part of the Company’s joint venture 
with Homestake Mining Company to 
explore for and develop copper deposits 
in the Keweenaw Peninsula of Michigan, 
a prototype-scale production operation, 
based on a native copper deposit, will 
commence in the first half of 1975. The 
annual production rate of this prototype 
operation will be six million pounds of 
copper in concentrate. 

With a view to the possible future de- 
velopment of the Company's copper- 
nickel sulphide deposit near Ely, Min- 
nesota, a 10,000-ton bulk sample was 
mined and metallurgical and pre- 
operational environmental studies were 
initiated. The Company’s mineral leases 
are located in the Superior National Forest, 
and it is expected that the preparation of 
federal and state environmental impact 
statements and the completion of other 
procedures under environmental protec- 
tion laws will continue into 1976. 

Arrangements which have been under 
consideration during the past year are 
expected to be completed in early 1975 for 
the establishment of a joint ocean mining 
venture among the Company and certain 
German and Japanese groups having 
Capabilities in the marine, mining and 
metal processing fields. The consortium 
would then proceed with a four-year 
program of design and development work 
to determine the economic and technical 
feasibility of mining and processing man- 
ganese nodules from the ocean floor to 
recover nickel, copper and cobalt in 
commercial quantities. 

No progress was made in 1974 with 
respect to the Company's interest In the 
possible future development of nickel 
deposits in New Caledonia. 


Exploration 

In 1974, Inco spent $19.9 million on ex- 
ploration, compared with $17.8 million in 
1973. Field work in 1974 was carried out 
in Canada, the United States, Brazil, 
Australia, Indonesia, Africa and Mexico. 
Certain of these exploration projects were 
conducted in association with partners. 

While continuing its extensive explora- 
tion for nickel, copper and the platinum- 
group metals, Inco broadened its search 
for other resources in 1974. Inco is a 50 
per cent participant in an offshore oil and 
gas exploration venture in Central America; 
drilling of the first offshore hole in Guate- 
malan waters is expected to commence 
early in 1975. An Inco subsidiary and the 
Tennessee Valley Authority entered into a 
financing agreement covering uranium 
exploration in the United States. The Com- 
pany also continued its participation as a 
minority shareholder in Panarctic Oils Ltd., 
which is searching for oil and gas in the 
Canadian Arctic islands. 


Ore Reserves 

Proven reserves are those that have 
been sampled in sufficient detail to permit 
reliable calculation of ore tonnages and 
contained metal. 

At the end of 1974, the Company had 
proven ore reserves in Canada of 414 mil- 
lion short tons, containing 6.7 million 
tons of nickel and 4.2 million tons of 
copper. Reserves reported at year-end 
1973 were 399 million short tons, con- 
taining 6.5 million tons of nickel and 4.1 
million tons of copper. 

In addition, the Company has very large 
deposits, principally lateritic, which itis 
developing or working to develop outside 
Canada. 
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Construction of Inco’s nickel project in 
Guatemala moved forward on schedule last 
year. Shown here is work in progress at the 
warehouse building. 


The J. Roy Gordon Research Laboratory 
near Toronto (right) and the Port Colborne 
research stations carry on continuing pro- 
grams to develop environmentally safe 
processes for treating nickel sulphide and 
lateritic ores. Pictured here are autoclaves 
for pressure-leaching nickel sulphide ores 
and concentrates on laboratory and pilot- 
plant scales. 


Corporate Organization 


Directors 

Ellmore C. Patterson retired as a Director 
on September 4, 1974. Mr. Patterson had 
been a member of the Board and of the 
Executive Committee for 16 years. 

H.C. F. Mockridge, Q.C., retired on 
February 3, 1975, after 31 years as a Direc- 
tor and 24 years on the Executive Com- 
mittee. Mr. Mockridge continues to serve 
the Company as a member of the Advisory 
Committee. 

Robert C. Scrivener, Chairman and 
Chief Executive Officer of Bell Canada, 
and Kenneth A. DeLonge, Senior Vice- 
President of Inco, were elected to the 
Board of Directors on February 3, 1975. 


The Honorable Lewis W. Douglas, 
G.B.E., died on March 7, 1974 in Tucson, 
Arizona. Mr. Douglas had been a member 
of the Board of Directors from 1951 to 
1971. At the time of his death, he was a 
member of the Advisory Committee. 


Officers 

On May 6, 1974, Ashby McC. Suther- 
land was elected Assistant to the Chair- 
man. He is responsible for policy guidance 
and coordination of public and govern- 
mental relations, and for the supervision of 
the Public Affairs, Legal and Corporate 
Secretarial groups. 

On the same date, Donald C. McGavin 
was elected Secretary, and George L. 
Sutton was elected Chief Legal Officer. 

On September 4, Donald E. Munn was 
elected Regional Vice-President. He is 
Inco’s corporate representative in Mani- 
toba. 

On the same date, Winton K. Newman 
was elected President of the Manitoba 
Division. 

Walter Curlook was elected Vice-Presi- 
dent, effective October 1. He is concerned 
with the Company’s planning activities. 


Industrial Relations 

Collective agreements were negotiated 
with the United Steelworkers of America 
for the Company’s rolling mill operations at 
Huntington and Burnaugh for a period of 
three years ; the agreements expire in 
January 1978. At Henry Wiggin & Com- 
pany, scheduled annual negotiations on 
economic matters, covering 1975, were 
successfully concluded with production 
employees, and the agreement with the 
unions representing craft employees was 
renegotiated for a one-year term, expiring 
in November 1975. 

At the Clydach refinery, following the 


termination in mid-year of wage control 
legislation in the United Kingdom, agree- 
ments with production and maintenance 
employees, originally due to expire in 
March 1975, were renegotiated and ex- 
tended to November 30, 1975. 

In the Ontario Division, an agreement 
was negotiated for the first time with 
maintenance and production employees at 
Shebandowan. It is effective until 
November 1, 1975. 

During the year, supplementary wage 
allowances were granted maintenance and 
production employees in both the Ontario 
and Manitoba Divisions, where the current 
three-year agreements expire on July 10, 
1975 and February 29, 1976, respectively. 

Improvements in several of the retire- 
ment and insurance programs for the 
Company's employees were made during 
the year. 


One of the increasing number of women 
at Inco’s Canadian plants trims a cathode 
starter sheet at the Thompson refinery. 


Employees 

On December 31, 1974, the Company 
had 32,459 employees engaged in primary 
metals, rolling mill and related activities, 
compared with 31,311 at year-end 1973. 
Of the 1974 total, 23,082 were employed 
in Canada, 4,399 in the United Kingdom, 
4,077 inthe United States and 901 else- 
where. These figures do not include the 
Company’s 16,503 ESB personnel. 


Shareholders 

On December 31, 1974, the Company 
had 86,795 shareholders of record, com- 
pared with 90,660 at year-end 1973. The 
Company’s record of shareholders shows 
that 65 per cent have addresses in Canada, 
33 per cent in the United States and 2 per 
cent elsewhere. Canadian residents of 
record held 50 per cent of the shares out- 
standing, United States residents of record 
35 per cent, and residents of record in 
other countries 15 per cent. 
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1. Ray-O-Vac Heavy Duty Super Cells give 
long life in transistor radios, flashlights, 
cassettes, toys and other cordless devices. 


2. Exide and Willard batteries have been 
specially developed to meet the demanding 
power requirements of golf cars and other 
battery-powered vehicles. 


3. ESB’s premium quality automotive bat- 
teries are marketed under the company’s 
Exide and Willard Go’ labels. 


4. Popular Ray-O-Vac area light is one of 
several new products in the ESB line of 
flashlights and lanterns. 


5. Exide industrial batteries ranging in size 
from a few pounds to several tons are used 
in a variety of applications. 


ESB Incorporated 


ESB, which became a subsidiary of Inco 
effective as of August 1, 1974, operates 
more than 100 plants in 18 countries. It is 
headquartered in Philadelphia, Pennsyl- 
vania, and is one of the world’s major 
manufacturers of batteries. The company 
markets these products under such trade- 
marks as Exide*, Ray-O-Vac* and Willard* 
and also produces batteries for sale by retail 
outlets and manufacturers under private 
brand names. The major portion of the 
company’s battery sales is to the replace- 
ment market. ESB also produces electrical 
and electronic equipment, safety and 
health products, and specialty chemicals 
and plastics. 

On July 31,1974, during the course of 
the Company's tender offer for ESB, the 
United States Department of Justice an- 
nounced that it was investigating the 
acquisition under the U.S. anti-trust laws. 
Subsequently, the Department of Justice 
has requested, and the Company and ESB 
have supplied, information concerning the 
acquisition. The investigation is continuing. 


Dry Batteries and Portable Lighting 
Devices 

ESB serves the leisure-time market with 
an extensive line of Ray-O-Vac dry cells 
and also makes and markets a wide variety 
of Ray-O-Vac flashlights and lanterns. The 
company’s worldwide dry battery business 
benefited in 1974 from the growing num- 
ber and diversity of small battery-powered 
devices and from rising replacement sales. 

Recently introduced Ray-O-Vac battery 
products include an expanded line of mer- 
cury and silver cells for electronic watch 
and hearing-aid applications, and small, 
sealed, lead-acid round cells that offer 
designers a low-cost rechargeable battery 
system for small appliances, security de- 
vices, emergency lighting and portable 
tools. New Ray-O-Vac lighting devices 
include table lamps for patio and camping 
use; a medium-priced, wide-beam lantern; 
and a lower cost Sportsman* fluorescent 
lantern to complement the premium model 
introduced in 1973. 


Automotive Batteries 

The major portion of ESB’s worldwide 
automotive battery business Is starting, 
lighting and ignition batteries for cars, 
trucks and buses. The company also pro- 
duces these batteries for boats, campers, 
snowmobiles, garden tractors and motor- 
cycles, as well as propulsion batteries for 
golf cars and other electric vehicles. 

Improved models of electric vehicle and 
marine batteries were introduced, as well 


as a new line of automotive batteries for 
the do-it-yourself market. The latter, mar- 
keted in the U.S. under the Sure Start* 
label, are sold in cartons containing both 
battery and electrolyte. The company also 
started production of a long-life battery 
featuring extra-heavy-duty construction, 
which Chrysler is offering with a 50,000- 
mile warranty in its 1975 luxury cars in 
both Canada and the U.S. 

New manufacturing capacity for auto- 
motive batteries was added during the 
year at the Buffalo, New York, and Sumter, 
South Carolina, plants. At Raleigh, North 
Carolina, the company purchased and ex- 
panded a previously leased plant, and is 
installing production equipment to produce 
motorcycle and garden tractor batteries. 


Industrial Batteries 

ESB is a major supplier of motive power 
batteries for industry's growing fleets of 
electric material-handling equipment, and 
stationary batteries for utility and commu- 
nications applications. High demand for 
these products resulted in strong sales 
of Exide industrial batteries in the U.S., 
Canada and other parts of the world. 

A major expansion of production capa- 
city for industrial batteries is under way at 
Sumter. Battery assembly operations have 
started and when fully integrated produc- 
tion is reached in the summer of 1975, the 
plant will increase the company’s lead- 
acid industrial battery manufacturing ca- 
pacity by about 40 per cent. 

ESB began production of the industry's 
first motive power batteries featuring heat- 
bonded, permanently sealed, polypropy- 
lene cases. Other developments included 
new solid-state chargers, an economy line 
of industrial batteries for switchgear and 
uninterruptible power supply (UPS) sys- 
tems applications, and a battery energy 
monitor that helps protect both batteries 
and lift trucks against damage due to over- 
discharging. 


Electrical and Electronic Products 
ESB Universal* motors are used as 
Original equipment in refrigerators, air con- 
ditioners and a variety of consumer, com- 
mercial and industrial products. In response 
to appliance manufacturers’ interest In 
energy conservation, new lines of high- 
efficiency motors are being developed. 
ESB produces fractional horsepower 
motors in the U.S. and India, and both 


*ESB trademark 19 


1. An Exide SuperGuardian uninterruptible 
power supply system provides precisely 
regulated power for all normal and emer- 
gency operations of this control center ata 
major electric utility, including the opera- 
tion of three large computers. Exide remote 
control console (far right in photo) monitors 
the operation of the system. 


2. In hospital intensive-care rooms, ESB’s 
Post-Glover patient service consoles provide 
outlets and controls for electric power, 
examination lights, nurse call units, blood 
pressure meters, as well as oxygen, vacuum 
and air supplies and other services. Portable 
power unit on the floor provides isolated 
power to protect patients against electrical 
shock hazards. 


3. The ESB Pacer Check system permits a 
cardiologist to check his patient's pacer rate 
and electrocardiogram over commercial 
telephone lines. 


4. The new Willson respirator, which meets 
latest safety standards, uses interchange- 
able filter cartridges to provide protection 
against a wide variety of in-plant respiratory 
hazards. 


5. ESB supplies electric motors to manufac- 
turers of household appliances and com- 
mercial and industrial equipment under its 
Universal trademark. 
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fractional and integral horsepower motors 
in the United Kingdom. The first section of 
a new fractional horsepower motor plant 
was completed at Gainsborough, England, 
to provide additional capacity for the 
European market. 

Sales of the Exide SuperGuardian* 
power system, Introduced in 1974, were 
encouraging both in the United States and 
Canada. These UPS systems, which con- 
sist of power Converters combined with 
heavy-duty stationary batteries and solid- 
state rectifiers, provide the precisely regu- 
lated, uninterruptible power required for 
the dependable operation of computer- 
controlled equipment. 


Safety, Health and Medical 

Major products of ESB’s Willson Group 
are Willson * and Miller * personal safety 
devices, Couch* fire alarm and private 
telephone systems, Exide emergency 
lighting devices, and Post-Glover* 
hospital utility consoles. 

Anticipating new governmental safety 


regulations affecting respiration protection, 


the company introduced two lines of 
Willson respirators. For the building safety 
market, the company’s new Centaurus* 
emergency power unit automatically pro- 
vides AC power for fluorescent lights, fire 
alarms, security systems, public address 
systems and other essential building ser- 
vices in the event of a power failure. 

The operations of the Couch, Exide 
Lightguard and Post-Glover Divisions 
were consolidated into a new operating 
unit, the Exide Safety Systems Division. It 
is moving its headquarters in 1975 from 
North Quincy, Massachusetts, to a larger, 


modern facility at Randolph, Massachu- 
setts. An additional plant for the manufac- 
ture of Miller personal safety equipment is 
under construction at Porterville, 
California. 

In the medical-electronics field, demand 
for ESB’s Pacer Check* monitoring 
system Is exceeding projections. 


Chemicals and Plastics 

ESB's specialty chemicals include ad- 
hesives, Coatings, binders, cements and 
foams, which are sold primarily to the 
construction and maintenance markets. 
The company produces specialty chemical 
and plastic products for a variety of indus- 
tries, including battery chemicals, sealants 
and cases for ESB and other battery 
companies. 


Employees 

On December 31, 1974, ESB had 
16,503 employees, compared with 17,168 
at year-end 1973. Of these, 10,823 were 
employed in the United States and 5,680 
in other countries. 

The company currently has union con- 
tracts with 49 separate bargaining units in 
the U.S. and Canada. During the year, 22 
of these contracts expired and were suc- 
cessfully renegotiated. Strikes at one 
Canadian and two U.S. plants preceded 
three of the above settlements. The 
longest of the strikes lasted 29 days. The 
company entered 1975 with two open 
contracts as a result of strikes, involving a 
total of 138 employees, at the Toronto 
industrial battery plant and the Mertztown, 
Pennsylvania, specialty chemicals plant. 


*ESB trademark 


ESB Incorporated 


Corporate Headquarters:°5 Penn Center Plaza, 
Philadelphia, Pennsylvania 19103, U.S.A. 


Edward J. Dwyer 
Chairman of the Board 


Frederick J. Port 
President and Chief Executive Officer 


105 Plants in 18 Countries 


Batteries & Related Electrical 

and Electronic Products: 

32 plants in the U.S.; 9 in Canada; 6 In 
South Africa; 5, Brazil; 4, Japan; 


3, Mexico; 3, Venezuela; 2, Iran; and one 


plant in each of the following countries: 
Colombia, Dominican Republic, 
Guatemala, Morocco, Nicaragua, Peru, 
Thailand, the U.K. and Zaire 


Electric Motors: 


4 plants in the U.S.; 2 in the U.K.; 11n India 


Safety & Health Products: 
7 plants in the U.S.; 1 in Canada; 
1 in Mexico 


Chemicals, Plastics & Other: 
9 plants in the U.S.; 3 in Brazil; 3 in the 
U.K.; 1 in Mexico 


Technology Center 
Yardley, Pennsylvania 
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Year ended December 31 


Revenues (in thousands) 
Netisales..: 22:05. sa ilk eaten do org Geeta ent eee $1,684,608 $1,172,814 
Otherineome: (Notes) seo. re eee 35,123 18,285 

1,719,731 1,191,099 

Costs and expenses 
COStS aucrk rae anh chee hele aio olen eee te eae 888,440 644,340 
Selling, general and administrative expenses (Note4)..... 101,468 60,046 
Depreciation and depletion (Note 5).................. 97,360 76,837 
Interestexpense (Notes Gand /) y=... 45a ene 45,031 42,332 
PenShOniexpense oo fa mews ee een sce ee 32,999 21,200 

1,165,298 844,820 

Earnings before income and miningtaxes........... 554,433 346,279 

Income and mining taxes (Note 8).................. 248,431 119,420 

Net earnings: s..20¢. Ruane a eee oe ee ee 306,002 226,859" 

Retained earnings at beginning of year............. 1,067,766 930,350 

1,373,768 1,157,209 

Dividends paid ($1.60 per share in 1974; 
$1520 per sharetn1.9 7-3) eae aoe me eee 119,267 89,443 

Retained earnings atendofyear................... $1,254,501, $1,067,766 

Netearningspershare........................... $4.11 $3.04 


1974 


1973 


The explanatory financial section on pages 25 through 28 is an integral part of these statements. 


To the Shareholders of The International Nickel Company of Canada, Limited: 

We have examined the financial statements appearing on pages 22 through 28 of this 
report. Our examinations were made in accordance with generally accepted auditing 
standards and accordingly included such tests of the accounting records and such other 
auditing procedures as we considered necessary in the circumstances. 

In our opinion, these financial statements present fairly the financial position of The 
International Nickel Company of Canada, Limited and subsidiaries at December 31, 1974 
and 1973 and the results of their operations and changes in financial position for the years 
then ended in conformity with generally accepted accounting principles applied on a con- 
sistent basis. 
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Consolidated 
Balance Sheet 


The International Nickel Company of 
Canada, Limited and subsidiaries 


December 31 
Current assets 


Marketable securities, at cost which approximates market. . 
Accounts receivable, less allowance for doubtful accounts. 
Inventones:(INOtG.O \eemweerasrr ow epee tpt ch rte te tee oe 
PrepaichexpensSes ween Talon coe mbeletss aasn se or 

Lotakcuren tassels. eer na oe, 5 eee 


Property, plant and equipment (Note5)............. 
Less —Accumulated depreciation and depletion (Note 5). . 


Other assets 
Investments in and advances to affiliates, on an equity basis 
Miscellaneous secunties; at Costes stain aoa aan e 
Chargesto ilttine ODeratlOls aaa trans te ere) oe 
Costin excess of net assets of business acquired (Note 2). . 


OtaLaSS CLS Seep emerson ee) re Mes! eh aru aaa 


Current liabilities 
Accounts payable and accrued expenses. ............. 
Long-term debt due within one year (Note 6)........... 
Notesbayables(INO te 7) are eens at en Une ni yates peace ee 
Income and mining taxes payable (Note8)............. 
HOtalCurTe nt lta DIC Seamer aera eee ier aera 


Other liabilities 
LONGste nace bts NOL: , ae meneame a Oe acai eer 
Deferred income and mining taxes (Note 8)............ 
PeENSIONLDGNCL tS zmreemna set. Nee ay ar dened has ceo 
Insurance, operating purposes and exchange (Note10)... 
ARIAS) MHMVATRKEV RSH RE oe cock Gobens Sct SGACae Sheer nce Moraes Ree 


Shareholders’ equity 
Common shares without nominal or par value, issued 
74,542,460 shares ; 1973— 74,535,685 shares (Notes 
Aye Tae IB Bok, areal is Aiea Gea tet te ee eh Aen pe eS 
CADItal SUG US Cee memeeei eel ome eee ce ee ee pean Cr teRES = 
Re talpeciG@alniiid Steaua wucn ate sete re ieee eee on tee yy 


Total liabilities and shareholders’ equity............ 


1974 


1973 


(in thousands) 


$ 26,606 
234,616 
331,851 
533,406 

7,219 


1,133,698 


2,334,268 
774,044 
1,560,224 


33,946 
16,583 
9,254 
42,929 
102,712 
$2,796,634 


$ 218,218 
4,382 
77,978 
178,913 
479,491 


523,296 
311,100 
28,583 
27,079 
15,574 
905,632 


1,254,501 


1,411,511 
$2,796,634 


The explanatory financial section on pages 25 through 28 is an integral part of these statements. 


Approved by the Board of Directors: 
L.Edward Grubb 


J.Edwin Carter 


$ 14,818 
179,632 
254,955 
372,796 

3,616 
826,017 


2,084,527 
689,082 
1,395,445 


9,079 
12,681 
5,614 
277310 
$2,248,832 


sb ln i/ceete) 
Toshi 
32,651 
A1See82 
282,082 


411,250 
274,000 
13,810 
30,810 
eek) 
742,203 


95,745 
61,036 
1,067,766 
1,224,547 
$2,248,832 
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Consolidated Statement 
of Changes in 
Financial Position 


The International Nickel Company of 
Canada, Limited and subsidiaries 
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Year ended December 31 1974 


Financial resources were provided by 


Net earnings s+. 468 sess acelcdoa a eRe tan re cee $306,002 
Add income charges not affecting working capital 
Depreciation and depletion: a aenm cs ay seekers renee 97,360 
Deferred income andimining taxesia. = =. s..0aan sari neuen 37,100 
Write-off of obsolete:fixed assets a0, 4... a2 thas vueerenetaemnen 8,534 
Othe rie bs, c ss ae ee ecloteac th  e e 770 
Working capital provided by operations. ..2.. 2.15 ss -)4smreee 449,766 
Long =ternm bOmowingSann = reo oe ae ee ee 39,583 
Minorityinteréste: (722 ae cee oe eek 2,030 
Totalies i< 4:0 oe ee ee ee ec ee 491,379 
Financial resources were used for 
Dividends paid tosharenoldersmersm sine) san ee eee 119,267 
Gapital.expeniclitures Sete, mea) eee ate cee nearer ee 149,242 
Acquisition of ESB Incorporated, net of working capital acquired 104,651 
Repavinent of lomo=ternncle bt es rante eee = eee eee eee 3,745 
Other= Nets os. ca tot sownkea eee ence ee ee 4,202 
TO al pe eke ace he seh ees een Raylene ee 381,107 
Increasein working capital........................0.. $110,272 


Analysis of changes in working capital 


Increase (decrease) in current assets 


Cashandimarketable Secunitics sey amarers ete arcs eee ee $ 66,572 
Accounts recelivalalextas ae: a: wees rarer. ic ee ere 76,896 
IFIVEN TORIES 225 sss ateas gcc ete ee OR eae) eee 160,610 
Prepaid expenses. 56, S2Ge i. See mee a ee eee 3,603 

Total cease 5 o.chaca eR OI eit Se tare iy ee ae 307,681 


Increase (decrease) in current liabilities 


Accounts payable and accrued expenses. .............505. 100,880 
Notes payablednd atherdebtetay ecco ote ee eee 36,598 
Income and mining taxes payable. ..:...... 8.5.00. ee sue 59,931 
“TOCA sone, 4 iy 5a cose tec Seren Gees Se oe eee 197,409 
Increase in working capital......................0008. $110,272 


The explanatory financial section on pages 25 through 28 is an integral part of these statements. 


1973 


(in thousands) 


$226,859 


76,837 
16,300 
A230 
2339 
340,068 
5 KG aay 
12,333 
"362,558 


89,443 
88,814 


SV ks 
S200 
214,274 


$148,284 


$145,152 
91,067 

(63,229) 

(75) 
172,915 


(20,583) 
(27,859) 
73,073 
24,631 


$148,284 


Explanatory Financial Section 


Note 1 —Summary of significant accounting policies 

This summary of the major accounting policies of The Inter- 
national Nickel Company of Canada, Limited and subsidiaries is 
presented to assist the reader in evaluating the financial statements 
contained in this Report. These policies have been followed con- 
sistently in all material respects for the periods covered in the 
financial statements. 

The financial statements consolidate the accounts of the 
Company and its subsidiaries and are prepared in conformity with 
generally accepted accounting principles as established in Canada 
which, in the Company’s case, conform with those established 
inthe United States. 

The statements are expressed in United States currency. 
Current assets, current liabilities and the liability for pension benefits 
in the Consolidated Balance Sheet are translated at year-end rates 
of exchange. The translation of all other assets and liabilities 
generally recognizes the rates historically applicable. Revenues, 
costs and expenses are translated at weighted average rates prevail- 
ing during each period ; depreciation and depletion are translated 
at historical rates. Exchange adjustments resulting from the 
translation of items from currencies other than United States cur- 
rency are applied to the accumulated liability for exchange. In 
periods when the exchange adjustment is a charge exceeding the 
accumulated liability for exchange, the excess is charged to earn- 
ings. Realized exchange gains or losses are recognized in earnings. 

Inventories are stated at the lower of cost or net realizable 
value. Cost for metals is average production or purchase cost, and 
for supplies is average purchase cost. Cost for batteries and related 
products is determined principally on a first-in, first-out basis. 
Inventory records are adjusted from time to time to physical 
stock-takings. 

Substantially all property, plant and equipment is stated at cost. 
Such cost in the case of the Company’s mines — virtually all of 
which were discovered and developed by the Company — repre- 
sents, with relatively minor exceptions, only that part of related 
development and acquisition costs which was capitalized. All 
expenditures relating to the Indonesian and Guatemalan projects, 
presently under development, are capitalized. 

Depreciation is calculated using the straight-line method based 
on the estimated economic lives of property, plant and equipment. 
Such lives are generally limited to a maximum of twenty years and 
are subject to periodic review. This limitation, adopted in 1974, did 
not have a material effect on earnings. Depletion is calculated by 
a method which allocates the related recorded costs, established as 
explained above, ratably to the tons of ore mined. Depletion is 
the systematic amortization of the recorded costs of the Company’s 
mines and does not represent the decrease, if any, in the value of 
ore reserves as a result of ore mined. 

The excess of purchase cost over the fair value of net assets, 
relating to the acquisition of ESB Incorporated, is amortized on a 
straight-line basis over fifteen years. 

Except in areas currently under development where production 
is highly probable, exploration expenditures are expensed as 
incurred. 

Research and development expenditures, except for land, 
buildings and equipment, the usefulness of which extends beyond 
the immediate life of a project, are expensed as incurred. Research 
and development expense totalled $31,461,000 in 1974 and 
$24,317,000 in 1973. 


The Company and its subsidiaries have several pension plans 
covering substantially all employees. Costs are provided for, and 
funded, based on actuarial estimates. Past service costs at Decem- 
ber 31, 1974 amounted to $80,000,000, the major portion of 
which will be charged to operations over the next 15 years. At 
December 31, 1974, the vested benefits exceeded the assets of the 
Trust Funds and balance sheet accruals by approximately 
$20,000,000, due in large measure to a general decline in the 
securities market. 

As aresult of tax regulations, certain timing differences exist 
in the reporting of deductions for book and tax purposes, primarily 
depreciation. Income and mining taxes in the Consolidated State- 
ment of Earnings and Retained Earnings include deferred taxes. The 
provisions for United States taxes reflect the “flow-through” 
method of accounting for the investment credit. The amounts of 
credit were not material. 

The Company has not provided for certain taxes that might 
become payable if undistributed earnings of subsidiaries were to be 
paid as dividends because only a minor portion of such earnings 
has not been or will not be reinvested. 

The calculation of earnings per share is based on the weighted 
average number of common shares outstanding. The common 
stock equivalents of outstanding stock options do not dilute earn- 
ings per share. 


Note 2— Acquisition of ESB Incorporated 

Effective as of August 1, 1974, the Company acquired ESB 
Incorporated, a major battery producer with operations in the United 
States, Canada, Mexico and many other countries, at a cost of 
$233,794,000. The acquisition is being accounted for as a purchase. 
Accordingly, the consolidated financial statements include the 
assets and liabilities of ESB as of December 31, 1974 and the results 
of its operations and changes in financial position for the five 
months then ended. 

The acquisition cost has been allocated as follows based on the 
fair value of the underlying net assets at acquisition : 


(in thousands) 


CUNTENTASSOTS ae -raaten crear tie Ames trees ena ete ae S280 2/2 
Property, plantand Sc uipivienitie ee -awewemes i enener. eee 124,510 
Investments in and advances to affiliates........... 20,207 
OTtheritemS— Meters ie oe es ee mere alt ss 4,598 
391.637 

CURFETIT QING een ea neeenen este see eursea $110,129 

re yavertsiinamelciehiy oh a sls cee ieee © 76,208 
Liability for pension benefits.......... 15,661 201,998 
Net assets at aCcUISItIOn ean enenn Rrra ceareee rs 189,639 
Costin excess of net assets acquired.............. 44,155 
$233,794 


ESB’s net sales for the five months ended December 31, 1974 
were $233,976,000. The contribution to 1974 consolidated net 
earnings from ESB’s operations was not significant ; this contribu- 
tion consisted of earnings from ESB’s operations for the five months 
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since its acquisition, adjusted for the effect of purchase accounting 
procedures applicable to the acquisition. If the acquisition had been 
effected as of December 31, 1972, consolidated net sales would 
have increased by $409,086,000 In 1973 and by $278,434,000 In 
the first seven months of 1974; after pro forma adjustments, the 
effect of ESB’s results on consolidated net earnings would not have 
been significant in either of these periods. 

On July 31, 1974, during the course of the Company's tender 
offer for ESB, the United States Department of Justice announced 
that it was investigating the proposed acquisition, that the investi- 
gation was routine and in its preliminary stages, and that no decision 
had yet been made to challenge the acquisition. Subsequently, 
the Department of Justice has requested, and the Company and 
ESB have provided, information concerning the acquisition. The 
investigation is continuing. 

On December 20, 1974, The International Nickel Company, 
Inc., awholly-owned subsidiary of the Company, became by 
statutory merger the sole shareholder of ESB. Prior to the merger, 
the subsidiary owned approximately 98 per cent of the then 
outstanding ESB shares. The former holders of the balance of the 
ESB shares, upon surrender of their stock certificates for cancella- 
tion, are being paid $41 per share, the same price paid under the 
terms of the tender offer. At December 31, 1974, certificates 
for 128,620 shares had not been surrendered for cancellation. 


Note 3— Other income 

Other income includes interest, dividends, income from equity 
interests in affiliates and joint ventures, and net gain on sale 
of assets. 


Note 4— Remuneration of directors and officers 

Selling, general and administrative expenses include remuner- 
ation of directors and officers of the Company (including past 
officers) as follows: 


1974 TES) 


(in thousands) 


Aggregate remuneration —as directors 
(21 1n 1974, 27in 1973) paid by: 
The International Nickel Company 


erCandad,, Lined! 6 aoe aek. ener ee $ 226 $ 211 
The International Nickel Company, Inc 4 14 
TORBUE: 6 clea see ee 37 200 se 25 

Aggregate remuneration — as officers 

(41 1n 1974, 38 in 1973) paid by: 

The International Nickel Company 
ef Canada kinmited:..:. sean eee $3,540 $2,852 
The International Nickel Company, Inc... .. 187 Des | 
Othersubsidiaies,-. 2. aaa eee ae ee — 80 
DOtal tisk ea <r e 3,12) eo 


Number of directors who are also officers : 
6in1974,4in 1973 
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Note 5 — Property, plant and equipment 
Property, plant and equipment consists of the following : 


December 31 1974 1973 
(in thousands) 
Mines: and miningiplants eae $ 874,562 $ 844,505 
SiMe ltGrs sasc-c) % ceseee eae ee 584,826 584,693 
RefiINGhleSis.6 coc. a5 cake ie eee ea eee 300,870 292,/68 
ate} |iaveWaniilcsean rey cen s Os Goad goa + 249,832 231.391 
Battery and related product facilities. . 113,293 — 
Indonesian and Guatemalan projects, 
under develoonienitcma ene eee 134,459 70,026 
Other isanhcaee ita, sor per ere on mee 76,426 54,644 
2,334,268 2,084,527 
Less: 
Accumulated depreciation........ 591,554 526,922 
Accumulated depletion.......... 182,490 160,160 
774,044 689,082 
$1,560,224 $1,395,445 


The provision for depreciation and depletion of $97,360,000 
for 1974 includes depreciation of $75,030,000 and depletion of 
$22,330,000. The 1973 provision of $76,837,000 includes depre- 
ciation of $56,873,000 and depletion of $19,964,000. 


Note 6— Long-term debt 
Outstanding long-term debt consists of the following : 


December 31 1974 1973 
(in thousands) 
Debentures, 6.85% due1993....... $150,000 $150,000 
Debentures, 9.25% due1990....... 73,643 73,643 
Debentures, 7.50% due1978....... 73,275 US 205 
Debentures, 8.625% due1991...... 73,275 hey he) 
Borrowings of Indonesian subsidiary. . 48,163 8,580 
Banktermloan,due1981......5... 50,000 — 
Revolving credit loans, at prime rate... 20,000 a 
Other loans due 1975-1989, average 
rate 9.3% in 1974, (10.8% in 1973).. 39,322 45,588 
527,678 424,361 
Less: 
Long-term debt due within one year. 4,382 alti 
ono tethin ete aaemriel nari ame $523,296 $411,250 


The 6.85% debentures require sinking fund payments totalling 
$114,000,000 from 1979 through 1992 in annual installments 
ranging from $6,000,000 to $11,000,000. The 9.25% debentures 
require sinking fund payments of $2,000,000 (Can.) annually from 
1976 through 1989. 

The 7.50% debentures are not subject to sinking fund require- 
ments and are not redeemable prior to maturity. The 8.625% 
debentures require sinking fund payments of $2,000,000 (Can.) 
annually from 1977 through 1990. 

The bank term loan to ESB Incorporated of $50,000,000 at 
December 31, 1974 bears interest of 1% above the prime rate, 


limited to a maximum cumulative average of 9%. 

The revolving credit agreement with three banks provides for 
prime interest rate loans of up to $40,000,000, with a minimum of 
$20,000,000 borrowed at all times. The agreement terminates 
June 30, 1975 with provision for four one-year extensions at the 
option of ESB Incorporated. 

The Company’s majority-owned Indonesian and Guatemalan 
subsidiaries have entered into agreements with various lenders 
which provide for long-term credits of approximately $125,000,000 
and $93,000,000, respectively. Fees averaging 4/10 of 1% per 
annum are payable on the unused portions of these credits. The 
credit agreements of the Indonesian subsidiary relate to the first 
stage of its Soroako nickel project. At December 31, 1974, 
$48,163,000 had been drawn down by the Indonesian subsidiary 
at interest rates ranging from 6% to 11.8% per annum. While the 
Company has entered into undertakings to support the financing of 
the Indonesian subsidiary, it has not extended a direct financial 
guarantee of its debt. In addition, the Indonesian subsidiary has 
obtained offers from various financial institutions for assistance In 
financing the planned expansion of its Soroako nickel project. Fees 
averaging 4/10 of 1% per annum are currently being paid on 
$200,000,000 under this arrangement. At December 31, 1974, 
no other long-term financing agreements had been entered into by 
the Company or its subsidiaries. 

Long-term debt maturities and sinking fund requirements for 
each of the five years through 1979 are: 1975 —$4,382,000 ; 

1976 —$11,500,000 ; 1977 — $16,233,000 ; 1978 — $86,319,000 ; 
1979 — $37,007,000. 

Certain elements of long-term debt are payable in other than 
United States currency and, in accordance with the Company's 
policy, have been translated at the rates historically applicable. 
Translated at the rates of exchange in effect on December 31, 1974, 
long-term debt, net of the portion due within one year, would be 
$539,520,000. 

Interest expense on long-term debt was $36,691,000 in 1974 
and $36,153,000 in 1973. 


Note 7 — Notes payable 

At December 31, 1974, the Company had $77,978,000 out- 
standing in notes payable, including $56,596,000 payable by ESB 
Incorporated. The notes payable consist of $48,059,000 (U.S.), 
$2,608,000 (Can.), £9,560,000 and other currency loans with a 
U.S. dollar equivalent of $4,859,000. At December 31, 1973, the 
Company had $32,651,000 outstanding in notes payable, consisting 
of $8,000,000 (Can.) and £10,600,000. 


Note 8— Income and mining taxes 
The provisions for income and mining taxes for the two years 


were as follows: 


1974 1973 
(in thousands) 

Peeiee CETEITEd: «a... cas kn ce wees $ 37,100 $ 16,300 

@uprent deferred. ... a2. e 8s en ba 5,900 (6,500) 

Niotalcderernred taxeS. .5..4..5. 65. 43,000 9,800 

Seip WAX CGM od aia s Gla ese 5 ceeaelens 205,431 109,620 

Brovision ror the year. .c. «2s 2 «> « $248,431 $119,420 

“SIEGE: ee $213,987 $106,046 
Other (principally United States 

anawWmited KINGdOM)s 21. 226. =. 34,444 13,374 

$248,431 $119,420 


The provisions for income and mining taxes for 1974 and 1973 
amounted to $248,431,000 and $119,420,000, or 44.8% and 34.5%, 
respectively, of earnings before taxes. The combined Canadian 
federal-provincial statutory income tax rate was 41.5% for 1974 
and 51.1% for 1973. The reconciliation between the combined 
statutory income tax rates and the effective tax rates follows: 


1974 1973 


Percentage of earnings before 
income and mining taxes 


Combined Canadian federal-provincial 


Statutory INCOME sta cralLe saueyie nn inet 41.5% 51.1% 
Less : Canadian federal-provincial percentage 
depletionee mene. heise tee ee, eee 10.4 15.6 
31.1 eye 
Canadian provincial mining taxes. .......... 15.2 75 
Less : Canadian federal-provincial income tax 
FOLIO pret hee MIRE See arti Cea Wyk, fe Spain 1.4 5) 
13.8 ey 
Statutory exemptions from income tax 
(principally income from new Canadian 
IVES) er eet ce ee een ree, YE seer — (6.5) 
OIG Pr OkE eet en © oy ea AN a sana are 6 (0.1) 0.3 
Effective taxrateforyear................ 44.8% 34.5% 


The higher provision for taxes in 1974 is attributable mainly 
to the increase in earnings, to higher rates for Ontario mining and 
Manitoba royalty taxes effective in April, 1974, and to the termina- 
tion of tax exemption on income from new mines. The provision 
also reflects the Ontario corporate and Canadian federal income tax 
legislation introduced during the year, effective in April, 1974 and 
May, 1974, respectively. 

Tax exemption approval for all new mines, including mines 
that were in production in the years 1969 through 1973, has now 
been received from the Department of National Revenue. By 
legislation, such new mine income exemptions were terminated 
effective December 31, 1973. 

The cumulative tax effect of timing differences relating to 
items of anon-current nature is shown separately as deferred 
income and mining taxes of $311,100,000 in the Consolidated 
Balance Sheet. The cumulative tax effect of timing differences 
relating to items of a current nature of $17,900,000 is included in the 
current liability for income and mining taxes payable. 


Note 9— Inventories 
Inventories at December 31 comprised: 


1974 1973 
(in thousands) 
Metals 
Finished andin-process........... $344,159 $325,561 
SUPDIOS ekiae, deer tae ee ene Nee one 60,472 47,235 
404,631 372,196 
Batteries and other products 
Finished and in-process «3... 10 ss.0 «= 78,549 — 
Raw materials andsupplies......... 50,226 — 
128,775 _ 
TOtalin epee er ee reer $533,406 $372,796 
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Note 10-— Liabilities for insurance, operating purposes and 


exchange 
These liabilities consist of the following : 


December 31 1974 1973 
(in thousands) 

SelfeinSUranCOs ate me Oe eee $20,000 $20,000 

Operating DUMOSeS. a ..1.4 worm eee 3,948 6,142 

EXGaR GO wee os ates Sat a Oe eae 3,131 4,668 

$27,079 $30,810 


Note 11 — Stock option plans 

The Key Employees Stock Option Plan, ratified by shareholders 
at the Annual Meeting on April 24, 1957, authorized the granting 
of options on 1,750,000 unissued common shares at prices not less 
than 95% of the fair market value on the day the options were 
granted. The options are exercisable in installments beginning not 
earlier than one year after date of grant over a period not exceeding 
ten years from the date of grant. During 1974, options were exer- 
cised for 5,350 shares at $32.70 a share and options for 13,500 
shares expired. As at December 31, 1974, options for a total of 
1,616,944 shares had been exercised, and 51,115 shares (including 
24,475 shares for officers, directors as such not being entitled to 
participate) were subject to outstanding options granted in August, 
1966 at a price of $32.70 ashare. This plan was terminated in 1968 
except as to options then outstanding and no further options may be 
granted thereunder. 

The Key Employees Incentive Plan, ratified by shareholders 
at the Special General Meeting on July 17, 1968, authorized the 
granting of options to purchase up to 1,000,000 common shares at 
prices not less than 100% of their market value, determined in 
accordance with the Plan. on the day the option is granted. The 
Plan provides that no shares subject to option shall be purchasable 
prior to the expiration of one year after the date of grant nor after 
a period not exceeding ten years from the date of grant. During 
1974, options for 256,700 shares were granted, options for 1,425 
shares were exercised at $37.44 a share, and options for 120,288 
shares expired. As of December 31, 1974, options for a total of 
5,387 shares had been exercised, 294,714 shares were available for 
future grants, and 699,899 shares (including 355,700 shares 
for officers, directors as such not being entitled to participate) 
were subject to outstanding options as follows : 


Option price Shares for Total 

Date of grant per share officers shares 
February 1969 78555, oon: $37.75 69,500 85,000 
Api SOS Seg sets err een 37.44 29,300 116,374 
PUGS OGD sey taer ee ee ee Ste ihe) — 3,000 
/ Nol (MUN AGIIe = A ee ee tae ae 45.88 34,500 67,700 
ADE O/ tee tees 527.2 eee 44.50 34,500 677625 
AIRU ANY Od 2 iran ct ae aes a eve SA OW 22,000 22,000 
NS) tS a oc ey oe eee ee 33.00 20,000 20,000 
October 97 25 ee a ne ae 34.50 41,000 62,000 
AUGUST TO74 Oe ee oes oa fae 27.00 32,200 SPAR IO8) 
PRUGUSE O70 ce eee ee ae DREAMS) £2,100 163,300 
355,700 699,899 
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The proceeds from exercise of stock options have been credited 
to the common shares account. 

On August 14, 1974, the Company authorized the substitution 
of 29,694 common shares of the Company to replace shares of 
common stock of ESB Incorporated (a company acquired effective 
as of August 1, 1974) under options previously granted by ESB and 
held by certain of its key employees. The number of common shares 
of the Company so substituted, and the option prices per share 
thereof, were determined in accordance with Section 425 of the U.S. 
Internal Revenue Code on the basis of the number of ESB shares 
subject to option, the option price thereon, and the price of $41 per 
share paid for ESB shares in the acquisition of ESB. The substituted 
options outstanding at December 31, 1974, none of which are 
held by directors or officers of the Company, are as follows: 


Option price Total 

Date of grant by ESB per Inco share shares 
seotemben 1965 sericea ee $12.36 4,067 
Mat Cll9 7 Saucer iar: nn ten eee na 18.24 AOU, 
JUDG TO 7 Avr ied 2k vtacce caraeeel a eae een es 24,120 
29,694 


Note 12— Common shares 

Effective September 9,1974, the Company reclassified all 
existing 90,000,000 authorized common shares as Class A Common 
Shares and increased the authorized capital of the Company by 
creating an equal number of Class B Common Shares. The two 
classes are interconvertible at any time and are similar in all respects, 
including dividend rights, except that dividends on Class B shares 
may be declared payable out of “1971 capital surplus on hand” as 
defined in the Income Tax Act of Canada. At December 31,1974, 
there were 74,542,460 common shares issued and outstanding 
comprised of 46,700,692 Class A shares and 27,841,768 Class B 
shares. 


Supplementary Financial Information 


The International Nickel Company of Canada, Limited and 
subsidiaries 


Quarterly Data 


Year ended December 31 1974 1978 
Net sales (in thousands) 
MS RCUATICN, f.56 . vad es we ees $ 333,414 $ 232,456 
BeeOndQuUAarIE!. ..c.6. cesar cena 408,373 30120 12 
MeOORCUALLC, un ce ee wa ee 450,368 275,397, 
COU TA ONG UK: Tal] eae a 492,453 363,048 
ESET 2 0 Se $1,684,608 Sly lees 4 
Net earnings (in thousands) 
PSC (UE GIG] a ae $ 75,164 3, 30,103 
ecole UaArel. 2. i.e ad oe nee 78,143 56,442 
“TIC IS ET g (2 gee 78,413 58,629 
POUIUINOUATION. G ci-5 a's oe ea ea bs 74,282 79,065 
ASIC 4, 0, cs sme ok dh $ 306,002 = 226,859 


Net earnings per share 


Bins MOUALCl. c.c5% ti Speers we ce 8 $1.01 $ .48 
ew OMCOU ACh aes ac hats «<a 8s 1.05 16 
Bie QUOTTCR cs ow ek kw 1.05 79 
OUTING UC) 1.00 On 
WGC nae: ae ee ee $4.11 $3.04 
Dividends paid per share 
PeUGUIATTCIs es a ha gc eee web $ .30 Sal) 
Peeomoduartele ww. ......s.4nk! .35 25 
RaeWAW ALC tne uc as naw kee G .35 20 
fame RCUATTCN. 25. Suc dlales Baws 5 2 .35 se) 
Wear-end extra... .25 AS 
MiCAMet eth Os AS cen a $1.60 $1.20 
Lines of Business Data 
Year ended December 31 1974 oy 
(in thousands) 
Netsales 
“CUI, os Oy ieee ee ee a a $1,450,632 $1,172,814 
Batteries and related products” . 195,596 —_- 
UN Mae re, AORN ea) x Tein Ogee a i 38,380 — 
ilotalinet sales... 2.2: os $1,684,608 $1,172,814 
Earnings before income and mining 
taxes 
SGU Sieh pee aa cole ee $ 548,505 $ 346,279 
Batteries and related products” . 6,294 — 
UMICES oe nes ee (366) —_ 
Total earnings before taxes... $ 554,433 S 346,279 


*Consists of ESB’s net sales and contribution to earnings before income and mining taxes for 
the five months since acquisition. 


Market Price Range Per Share 


1974 197s 
New York Stock Exchange 
PUM LUETME bey uo Pen A. Rito ee eee, $40% — 33% $36%— 32 
DECOMGIGUaeh ame ee a ee 36% —27% 33% —27 
inci teran ey ee see 30 -21% 36 —27% 


ROUTE Te) arte beeen eeeeeueee ts ane: a 24%, -18% 37% — 29% 


Toronto Stock Exchange 
(Canadian dollars) 
FISUCUaDLGl. ayeaae ee ee. ee, $39 


—33%  $36%-31% 


Second cuanerew 1. see 35% — 26% 33%—27 
NANIReR SWE VRE es achat es Bade 29%,—21%2 36 —27% 
FOUL VGUaltehe ety eae 24% -18% 38 —29% 


Pension Trust Funds 


The Company and its subsidiaries have pension and retirement 
plans covering substantially all employees. Irrevocable Pension 
Trust Funds, which are separate and distinct from the accounts of 
the Company and Its subsidiaries, have been established to imple- 
ment these pension plans. The Funds consist of Government bonds 
and other marketable securities at cost, cash and other assets. 

Trust Fund operations for the past two years are summarized 
as follows: 


1974 ious 
(in thousands) 
Balancein Funds atbeginning of year. $272,982 SWS ATUL 
Add: 
Fund balances relating to ESB 
Incorporated, acquiredin1974 . . 31,057 — 
Company CONMBULIONS 0). seer 27,256 19.577 


Employee contributions.......... 243 85 


Income frominvestments........ 11,734 some eRe) 
70,290 36,477 

Deduct= Benenits Daldi asa ees 21,357 16,267 
Balancein Funds atendofyear...... $321,915 $272,982 


A copy of the 1974 annual report on Form 10-K to be filed with the United 

States Securities and Exchange Commission may be obtained from the Company 
upon request. Requests should be addressed to The Secretary, The International 
Nickel Company of Canada, Limited at Toronto-Dominion Centre, Toronto, 
Ontario M5K 1E3 or at One New York Plaza, New York, New York 10004. 
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Ten-Year Review 


The International Nickel Company of Canada, Limited and subsidiaries 


1974* 

Summary of Operations eee 

(in thousands) 
Net Sales $1,684,600 
Costs ** $ 888,400 
Interest Expense $ 45,000 
Income and Mining Taxes $ 248,400 
Net Earnings $ 306,000 

Per Share # $ 4.11 
Dividends $ 119,300 

Per Share # $ 1.60 
Shares Outstanding (weighted average) # 74,541 
Other Financial Data (in thousands) 
Capital Expenditurest $ 149,200 
Exploration Expenditurest $ 19,900 
Working Capital $ 654,200 


Net Property, Plant and Equipment $1,560,200 


Total Assets$ $2,796,600 
Shareholders’ Equity $1,411,500 
Return on Total Assets 10.9% 
Return on Shareholders’ Equity 21.7% 
Operating Data (in thousands) 
Ore Mined — short tons 22,000 
Nickel Deliveries — pounds 549,100 
Copper Deliveries — pounds 367,200 
Platinum-Group Metals and Gold 
Deliveries — troy ounces 317 
Other Statistics 
Employees — metals business 32,459 
— ESB Incorporated 16,503 
Shareholders 86,795 


1973 


1,172,800 


644,300 
42,300 
119,400 


226,900 
3.04 


89,400 
1.20 


74,535 


88,800 
17,800 
543,900 
1,395,400 
2,248,800 
1,224,500 


10.1% 
18.5% 


19,700 
917,000 
327,100 
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Biro lit 


90,660 


1972 


900,300 


995,400 
43,800 
42,300 


109,900 
1.47 


74,500 
1.00 


74,525 


125,200 
18,700 
395,700 
1,402,200 
2,078,300 
1,087,100 


5.3% 
10.1% 


19,200 
425,100 
308,200 


452 


32,082 


92,024 


1971 


789,200 


926,300 
33,900 
23,100 


94,200 
1.26 


96,900 
1.30 


74,499 


244 200 
32,900 
387,300 
1,351,900 
2,094,800 
1,051,400 


45% 
9.0% 


27,600 
342,500 
340,300 


437 


36,089 


92,217 


* Includes applicable data relating to ESB Incorporated for the five months since acquisition. 


** As in the Company’s classification of costs in the Consolidated Statement of Earnings and Retained Earnings. 
# As adjusted to reflect the split of shares on a 2% for 1 basis in 1968. 


t Includes capitalized exploration expenditures. 


t Does not include any value for the minerals in the major portion of the Company's ore reserves. 
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1970 


1,055,800 


620,200 
17,100 
121,100 


208,600 
2.80 


104,200 
1.40 


74,435 


272,500 
31,900 
375,800 
1,167,700 
1,827,400 
1,052,500 


11.4% 
19.8 % 


27,/00 
518,900 
348,100 


388 


3/,313 


84,320 


1969 


684,200 


432,400 
13,400 
57,/00 


116,500 
1.56 


89,300 
1.20 


74,401 


175,200 
19,900 
396,300 
940,000 
1,477,000 
946,500 


7.9% 
12.3% 


18,300 
382,200 
208,200 


422 


34,321 


84,219 


1968 


767,300 
471,500 
6,500 
86,800 


143,700 
1.93 


91,500 
1.23 


74,363 


175,400 
17,000 
430,800 
798,300 
1,396,200 
918,400 


10.3% 
15.6 % 


24,300 
480,800 
314,200 


444 


33,314 


75,587 


1967 


713,200 


435,700 


78,300 


141,800 
1.90 


89,100 
1.20 


74,255 


145,700 
13,300 
321,000 
652,200 
1,120,300 
865,200 


12.7% 
16.4% 


19,900 
463,500 
310,900 


476 


32,502 


64,207 


1966 


694,100 


453,100 


69,000 


118,200 
1.59 


83,100 
1.12 


74,249 


73,000 
11,700 
373,600 
532,600 
1,022,800 
808,400 


11.6% 
14.6% 


17,100 
500,200 
293,000 


901 


31,837 


67,120 


1965 


—_———— 


634,800 


343,200 


93,500 


143,800 
1.94 


90,300 
1.22 


74,155 


62,700 
12,300 
375,200 
485,700 
986,800 
770,900 


14.6% 
18.7% 


19,300 
493,000 
275,900 


511 


32,512 


65,965 


Management's Discussion and Analysis of 
the Summary of Operations 


As the Company's 1970 Annual Report indicated, 1970 was a 

year of solid achievement. Metal deliveries, net sales and net earn- 
ings were the highest in the Company's history until that time. 
However, the results of operations for 1971 were considerably 
lower. Net sales and net earnings dropped 25 per cent and 55 per 
cent, respectively. Because Inco, unlike other nickel producers, did 
not have fixed quantity sales agreements in effect, the sharp decline 
in the free world demand for nickel left the Company to contend 
with a severely depressed market. But these adverse conditions led 
to the development of marketing and cost-control programs 

which have since yielded substantial benefits. 

The effects of these programs began to be felt in 1972. Higher 
deliveries of nickel and rolling mill products more than offset a 
9 per cent drop in copper deliveries as net sales rose by about $111 
million, an increase of 14 per cent over 1971, and net earnings 
improved 17 per cent to $110 million. 

With an improving economy, sales for 1973 reached a new high 
as prices Increased and deliveries approached the record level set 
in 1970. Substantial inventories built up during 1971 and flexible 
marketing programs, as well as expanded production, placed the 
Company in a position to meet this demand. The introduction in 
North America of nickel pellets and Incomet nickel permitted the 
Company to be more responsive to customers’ needs. The increased 
level of metal deliveries at improved prices and the continuing 
benefits from the Company’s cost-containment program were the 
principal factors contributing to the substantial improvement in 
1973 net earnings. 

In 1974, the Company experienced unprecedented world- 
wide demand for its metals, which it was able to meet with its 
broad line of products, from drawdown of inventories and expanded 
production facilities. Metals sales rose to $1,451 million, as prices 
continued to improve and deliveries of nickel, copper and rolling 
mill products reached an all-time high. During the year, the Com- 
pany entered into contractual arrangements for the delivery of a 
substantial portion of its nickel output for 1975 through 1977 at 
prices in effect at the time of delivery. The higher 1974 consolidated 
net earnings were primarily attributable to the increased sales, 
which more than offset the adverse effects of higher unit costs and 
substantially higher income and mining taxes. 

Inco also in 1974 inaugurated a program to reduce dependence 
On its traditional business by diversifying into other fields. The 
Company made a significant entry into the packaged power 
industry with the acquisition of ESB Incorporated, effective as of 
August 1, 1974, for $234 million. ESB had sales of $234 million 
during the five months ended December 31, 1974. 

After experiencing higher unit costs in 1971, the Company 
began to benefit from its cost-control program, and the performance 
has been good when matched against inflation rates. Increases 
in total costs in 1972 and 1973 were mainly related to increased 
deliveries. In 1974, rapidly increasing supply, energy and labor costs 
more than offset continued improvements in operating efficiency. 


Additionally, ESB incurred costs of $186.7 million in 1974 since its 
acquisition, including $3.3 million for research and development 
and $3.3 million for taxes other than income and mining taxes. 

For the five years ended December 31, 1974, 85 per cent of 
the Company’s aggregate income and mining tax expense related 
to Canadian operations. From 1970 through 1973, except fora 
temporary 7 per cent reduction in portions of 1971 and 1972, 
the combined Canadian federal and provincial income and mining 
tax rate remained relatively stable. With the exception of annual 
variations in the tax benefits attributable to tax exempt income from 
new mines and a $6.7 million reduction in 1971 resulting froma 
non-recurring adjustment relating to prior years, income and mining 
tax expense was proportionate to the level of earnings during this 
period. However, in 1974, the introduction of higher rates for 
Ontario mining and Manitoba royalty taxes and the termination of 
tax exemption on income from new mines, as well as the higher 
level of earnings, substantially increased income and mining taxes. 
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Thompson,Manitoba — Nickel metal 
and elemental sulphur 

Sudbury, Ontario — Nickel pellets and 
powders,copper,gold,silver, 
selenium,tellurium,semi-refined 
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MY COLLEAGUES AND I ARE HAPPY TO BE HERE TODAY, AND WE THANK 
yYOUP FORT YOURSHOSP UTA TY. 


IT HAS BEEN JUST A LITTLE OVER TWO YEARS SINCE WE MET WITH 
MANY OF YOU-IN SUDBURY. AND YOUR MEMBERSHIP WAS WELL 
REPRESENTED AT OUR ANNUAL MEETING IN APRIL AND AT OUR SPECIAL 
SHAREHOLDERS’ MEETING IN AuGusT. THIS AFTERNOON, I WOULD 

LIKE TO BRING YOU UP TO DATE ON SOME RECENT DEVELOPMENTS AND 
REPORT ON OUR CURRENT SITUATION AND WHAT WE SEE FOR THE FUTURE, 


FIRST, PERMIT ME TO REVIEW BRIEFLY INCO’S FINANCIAL RESULTS 
FOR THE FIRST NINE MONTHS OF THIS YEAR. I'M SURE YOU ARE ALL 
FAMILIAR WITH THEM, IN ANY EVENT, THEY ARE SHOWN IN THE [HIRD 
NUARTER REPORT TO SHAREHOLDERS, COPIES OF WHICH ARE AT YOUR 


PEACE 


PUT VERY SUCCINCTLY, INCO ENJOYED AN EXCELLENT THIRD QUARTER 
AND FIRST NINE MONTHS. DESPITE HIGHER UNIT COSTS AND EXPENSES 
AND SUBSTANTIALLY HIGHER EFFECTIVE INCOME TAX RATES. EARNINGS 
SET A RECORD FOR THE NINE-MONTH PERIOD, AS NOTED IN THE REPORT, 
THE MAJOR FACTORS CONTRIBUTING TO OUR HIGHER EARNINGS WERE 
INCREASED DELIVERIES OF PRIMARY NICKEL; COPPER AND’ ROLLING MILL 
PRODUCTS SANDE MeROVEDSPR LCE SACO RL Heo ceoRUDUGHhion 
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I WOULD LIKE TO CLEAR UP A QUESTION WE HAVE RECEIVED FROM 
MANY OF YOU ABOUT A SEEMING ANOMALY IN THE TREND ote OUR BSBA 
pase tt a ees le ee” ees, a 


AND EXPENSES FROM THE SECOND TO THE THIRD QUARTER) IN ADDITION 
TO BEING A AFFECTED BY THE INCLUSION OF TWO MONTHS OF ESB’s 
ACTIVITIES, THE CHANGE IN THE RATIO OF COSTS TO SALES IS DUE 
TO TWO PRINCIPAL FACTORS, FIRST THE NICKEL PRICE INCREASE ON 
JUNE 23 INCREASED THE TOTAL DOLLAR VALUE OF SALES IN THE THIRD 
QUARTER THUS DECREASING THE RATIO. SECOND, THE RATIO WAS 


ADEE Cie Dm py. THE RESULTS OF COPPER HEDGING ACTIVITIES. \/E BEGAN 


THIS PROGRAM IN LATE 1973 IN ORDER TO STABILIZE PRICE REALIZATIONS 


ON THAT PORTION OF OUR COPPER SOLD IN EUROPE AT PRICES BASED ON 
LONDON METAL EXCHANGE PRICES. THE UNFAVORABLE RESULTS OF THIS 
PROGRAM IN THE FIRST HALF OF THE YEAR PENALIZED OUR COSTS WHILE 
THIRD AND FOURTH QUARTER COSTS HAVE BENEFITED TO A MORE THAN 
/ OFFSETTING EXTENT, FoR THE YEAR AS A WHOLE, THE RESULT WILL BE 
/ MODESTLY FAVORABLE AND WILL BE REFLECTED AS A DECREASE IN COSTS, 
BUT THE QUARTER TO QUARTER COMPARISONS SHOW GREATER SWINGS. 
yeaa Os kee Cente 
FOR THE REMAINDER OF THE YEAR WE EXPECT OUR NICKEL SALES TO 
REMAIN STRONG. [| SHOULD POINT OUT THAT WHILE THE PRESENT WORLD 
SITUATION HAS NOT YET REDUCED NICKEL DEMAND, THERE IS SOME 
REDUCTION IN DEMAND FOR NICKEL IN THE AUTOMOTIVE AND CONSUMER 
PRODUCTS FIELDS. THIS IS STILL BEING OFFSET BY CONTINUING STRENGTH 
IN THE CAPITAL GOODS AREA, LOOKING AHEAD TO 1975, WE EXPECT 


SUPPLY AND DEMAND TO BE IN BALANCE. FOR THE ENTIRE YEAR, 
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CONSUMPTION IS EXPECTED TO BE MARGINALLY LESS THAN THE RECORD 
1974 LEVEL OF APPROXIMATELY 1-1/4 BILLION POUNDS. PRODUCTION 
MAY INCREASE BY OVER 109 MILLION POUNDS PRINCIPALLY FROM NEW 

PRODUCERS. ALTHOUGH YOU ARE WELL FAMILIAR WITH THE TENDENCY 

OF PRODUCTION FROM NEW SOURCES TO BE DELAYED WE NEVERTHELESS 
EXPECT THAT SUPPLIES OF NICKEL WILL BE EASIER AFTER THE FIRST 
TO RE-ESTABLISH INVENTORIES AT MORE NORMAL LEVELS THAN THOSE 

WHICH HAVE PREVAILED FOR MOST OF THIS YEAR, 


MANY OF YOU HAVE COMMENTED ON A VARIETY OF STEPS WE HAVE TAKEN 
TO IMPROVE OUR MARKETING POSITION INCLUDING ENTERING INTO 
SAEES=CONTRAGTS WiTHEMANY  OPROUR CUSTOMERS. THESE CONTRACTS 


OF NICKEL, THEY ARE FOR FIXED QUANTITIES AT A PRICE IN EFFECT 


—— 


FOR INCO NICKEL AT THE TIME OF DELIVERY. A SUBSTANTIAL PORTION 


OF OUR OUTPUT WILL BE SOLD UNDER THESE FORWARD CONTRACTURAL 


ARRANGEMENTS. AS A RESULT, WE SHOULD NOT BE AFFECTED DIS- 


PROPORTFIONATELY AS IN THE PAST BY ANY REDUCTION IN DEMAND NEXT 
YEAR, 
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THIS NEW DEVELOPMENT IN OUR APPROACH To MARKETING REFLECTS A 
BASIC CHANGE THAT HAS TAKEN PLACE IN THE NICKEL INDUSTRY, 

NAMELY THAT COMPETITION HAS INCREASED SHARPLY IN RECENT YEARS, 
ALTHOUGH INCO CONTINUES TO BE BY FAR THE MOST IMPORTANT PRODUCER, 
THERE ARE TODAY OVER A DOZEN FULLY INTEGRATED NICKEL PRODUCERS. 


THIS FACT HAS LED US TO RESTRUCTURE OUR PRODUCT RESEARCH AND 
MARKET DEVELOPMENT ACTIVITIES. IN THE EARLY 1950's, wHeN Inco 
ACCOUNTED FOR A MUCH LARGER PORTION OF TOTAL NICKEL SALES, WE 
RELIED ON DEVELOPING MARKETS FOR NICKEL PER SE IN THE BELIEF 
THAT INCO WOULD BE ABLE TO SUPPLY THE MAJOR SHARE OF THE 
INCREASED DEMAND. BUT TODAY WITH INCO SUPPLYING ABOUT 40 PER 
CENT OF THE NON-COMMUNIST WORLD MARKET. WE HAVE REDUCED OUR 
INDUSTRY-ORIENTED RESEARCH AND DEVELOPMENT EFFORTS AND RE- 
DIRECTED THEM IN ORDER TO PROMOTE SPECIFICALLY THE SALE OF 
INCO’S PROPRIETARY PRIMARY NICKEL PRODUCTS, [| WOULD REMIND 
YOU, OF COURSE, THAT INCO’S PRODUCT LINE IS THE BROADEST IN 

THE INDUSTRY AND INCLUDES ELECTROLYTIC NICKEL, PELLETS, POWDERS 
AND S NICKEL FOR PLATING (ALL CLASS I PRODUCTS) AND NICKEL OXIDE 
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GoING BEYOND 1975, ouUR VIEW OF THE LONG-TERM DEMAND FOR NICKEL 

IS UNCHANGED. THE HISTORICAL DEMAND TREND LINE SHOWS A 6 To 6.5 PER 
CENT NICKEL GROWTH ANNUALLY. IF, AS ANTICIPATED, THIS GROWTH 

RATE IS MAINTAINED, NON-COMMUNIST WORLD CONSUMPTION WILL BE 

MORE THAN 1.6 BILLION PouNDS BY 1980, IF We ALLOW For A 15 

PER CENT CYCLICAL FLUCTUATION, REQUIRED CAPACITY TO MEET THIS 

DEMAND SHOULD BE ABOUT 1,9 BILLION POUNDS. AT THE END OF NEXT 

YEAR, INSTALLED NICKEL PRODUCTION CAPACITY IS EXPECTED TO BE 

1.6 BILLION POUNDS, LEAVING 309 MILLION POUNDS OF CAPACITY 


THAT MUST BE ADDED BY 1980. 


Anp INCO MEANS TO HELP SATISFY THAT NEED, PRINCIPALLY FROM OUR 
INDONESIAN AND GUATEMALAN. PROJECTS, WHICH SHOULD BE ON STREAM 
BY THE END OF 1976 AND WHICH WE HOPE TO HAVE PRODUCING AT AN 
ANNUAL RATE, OF ABOUT 125 MILLION POUNDS BY THE END OF 1978, 


ALTHOUGH OUR DIVERSIFICATION PROGRAM HAS BEEN GETTING MOST OF 
THE PUBLICITY LATELY, I AM SURE YOU REALIZE THAT WE ARE 
DETERMINED TO CONTINUE TO BE A LEADER IN THE PRODUCTION AND 
MARKETING OF NICKEL. THAT IS WHY WE ARE ALSO INCREASING 
PRODUCTION IN CANADA WITH THE GOAL OF REACHING WHAT WE REGARD 
AS OUR OPTIMUM CAPACITY FROM PRESENT FACILITIES OF 520 MILLION \ 
To 540 MILLION POUNDS. QuR CANADIAN PRODUCTION IS SCHEDULED 


\ TO BE WITHIN THAT RANGE NEXT YEAR. THIS YEAR, OUR PRODUCTION 
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LEVEL WILL BE SOMEWHAT IN EXCESS OR 500 MILLION POUNDS OF 
NICKEL. BY COMPARISON, IN 1972, 1T WAS-HOET-MILLION AND IN 1973 
IT WAS 469 MILLION POUNDS, 


LET ME POINT OUT, BY THE WAY, THAT OUR PRODUCTION RATE IS NOW 

AT THE HIGHEST LEVEL IN THE COMPANY'S HISTORY. THIS ACHIEVEMENT 
IS PRIMARILY THE RESULT OF OUR HEAVY INVESTMENT IN THE 1967-1972 
PERIOD IN MODERNIZATION AND NEW PLANTS AND EQUIPMENT. AND I 
THINK IT IS NOTEWORTHY THAT PRODUCTIVITY HAS INCREASED ALONG 
WITH PRODUCTION. FOR THIS WE CAN CREDIT NOT ONLY OUR CAPITAL 
EXPENDITURES BUT ALSO THE EFFORTS OF EMPLOYEES AT ALL LEVELS 


OF THE ORGANIZATION, 


IF WE ARE TO MAINTAIN THIS HIGH LEVEL OF PRODUCTION CAPACITY, 

AN INVESTMENT OF ABOUT $199 MILLION IN CANADA WOULD BE NECESSARY 
EACH YEAR. AND CERTAINLY WE SHOULD CONTINUALLY DEVELOP OUR EXISTING 
MINES AS SECTIONSERECOMERMINED-OUTZMAND SWE SHOULD *KEEPVOUR PROS 
CESSINGFEAC I BIIMES OA TEIHE TR -PRESENTAHIGHSPEAK CRVEREICTENCYS 


THIS BRINGS ME TO THE CRITICAL SUBJECT OF RESOURCE TAXATION 
AND SPECIFICALLY TO THE FEDERAL BUDGET WHICH WAS BROUGHT DOWN 
Last MonDAY NIGHT. YOU WILL NOT BE SURPRISED IF I TELL You” 
THAT THE BUDGET WAS PROFOUNDLY DISAPPOINTING TO US, 
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WE HAD HOPED THAT THE FEDERAL GOVERNMENT WOULD HAVE SEEN FIT 
TO RESTORE THE TRANSITIONAL ARRANGEMENTS ORIGINALLY PROVIDED 
FOR IN THE TAX REFORM MEASURES THREE YEARS AGO AND WHICH WERE 
WITHDRAWN LAST SPRING. WE HAD ALSO HOPED, QUITE FRANKLY, 
THAT THE FEDERAL-PROVINCIAL CONSULTATIVE PROCESS WOULD BY NOW 
HAVE PRODUCED SOME GIVE AND TAKE, SOME RECOGNITION OF THE 
ABSOLUTE NECESSITY OF ESTABLISHING A- REASONABLE TAX REGIME 
FOR THE RESOURCE INDUSTRIES OF THIS COUNTRY. INSTEAD WE 
REMAIN, THE HIGHEST TAXED INDUSTRY IN THE LAND, AND THE: VICTIM 


IN A FEDERAL~PROVINCIAL POWER STRUGGLE. 


I TAKE NO SIDES IN THAT STRUGGLE: IT 1S SOMETHING WHICH SHOULD 
BE WORKED OUT BETWEEN OTTAWA AND THE PROVINCES. I DO SAY, 
HOWEVER, THAT IT MUST BE WORKED OUT IF CANADA IS TO MAINTAIN A 


STRONG RESOURCE BASE. JHE CUM 


WEATLVESIMPACTSOReTHE PRESENT 

SYSTEMS TOMAR BARS eOGROUR INCOME AT MARGINAL RATES ON THE 
ORDER OF /0 PER CENT OR MORE, J SEEAVE S17 eTO.YOUSTO DECIDE WHETHER 
SUCH RATES, BY ANY OBJECTIVE TEST. CAN POSSIBLY ENCOURAGE INVESTMENT 


IN EXPANSION OF PRODUCTION OR EFFICIENCY OF OPERATION. 


I REFERRED EARLIER TO OUR INDONESIAN AND GUATEMALAN PROJECTS. 
UPON COMPLETION OF THEIR INITIAL STAGES, THEY WILL CONTRIBUTE 
AT THE RATE OF APPROXIMATELY 60 MILLION POUNDS ANNUALLY -- 

35 MILLION FROM INDONESIA AND 25 MILLION FROM GUATEMALA, 
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EVEN AS THE CONSTRUCTION OF STAGE I MOVES AHEAD IN INDONESIA, 
OUR SUBSIDIARY THERE, P.]. INTERNATIONAL NICKEL INDONESIA, 

IS WORKING ON PLANS FOR STAGE II], SUCH AN EXPANSION OF OUR 
INDONESIA PROJECT BASED UPON A HYDROELECTRIC POWER SOURCE. 

WILL INCREASE TOTAL INVESTMENT IN THAT PROJECT TO APPROXIMATELY 
S600 MILLION. THE SECOND STAGE WOULD ADD 65 MILLION POUNDS TO 
THE ANNUAL PRODUCTION RATE, GIVING US THE TOTAL OF 125 MILLION 
POUNDS FROM BOTH INDONESIA AND GUATEMALA TO WHICH I PREVIOUSLY 


REFERRED, 


WHILE CONSTRUCTION MOVES AHEAD ON THESE PROJECTS, WE CONTINUE 
TO CARRY ON AN EXTENSIVE EXPLORATION PROGRAM FOR NICKEL AND 


OTHER RESOURCES IN MANY PARTS OF THE WORLD. 


So, AS YOU CAN SEE, AND AS | HAVE STATED ON SEVERAL OCCASIONS 
RECENTLY, INCO HAS NO INTENTION OF SLACKENING ITS EFFORTS IN 
NATURAL RESOURCES AND WE FULLY INTEND TO REMAIN BIG IN THE 
NICKEL INDUSTRY, 


BuT AT THE SAME TIME, WE ARE DETERMINED TO BROADEN THE BASE 
OFSOURS BUSINES cyl OMACGULER pila eaeG ROW Mes hiNG in fie tomy Ole O 
MINIMIZE AS FAR AS POSSIBLE FLUCTUATIONS IN EARNINGS. THESE 
ARE THE FACTORS THAT- WERE BEHIND OUR DECISION TO BEGIN AN 
ORDERLY, LONG-RANGE PROGRAM OF DIVERSIFICATION, 
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QUR FIRST, AND TO DATE ONLY ACQUISITION UNDER THIS PROGRAM WAS 
_ESB INCORPORATED. THE LONG-TERM PROSPECTS OF ESB, A WORLD 
LEADER IN PACKAGED ENERGY, ARE HIGHLY ENCOURAGING AND WE 
ANTICIPATE THIS SUBSIDIARY WILL MAKE AN INCREASING CONTRIBUTION 
TO INco’S PROFITS IN THE FUTURE, 


YOU MIGHT BE INTERESTED IN LEARNING THE REASONS WHY WE ACQUIRED 

ESB, As I POINTED OUT IN A LETTER TO SHAREHOLDERS IN AUGUST 
REGARDING THE ESR ACQUISITION, WE DECIDED ABOUT TWO YEARS AGO 

TO DIVERSIFY IN AN ORDERLY MANNER. ONCE THAT DECISION WAS 

TAKEN, AN INTERNAL TASK FORCE WAS ESTABLISHED TO MAKE RECOMMENDATION 
ON HOW WE MIGHT ACCOMPLISH THAT GOAL THROUGH COMMERCIALIZATION OF 
INTERNAL DEVELOPMENTS, BROADENING OUR BASE IN NATURAL RESOURCES 


AND ACQUISITION OF OTHER COMPANIES, 


AFTER STUDYING A LARGE NUMBER OF INDUSTRIES, WE DECIDED THAT 
THE BATTERY BUSINESS IN GENERAL AND ESB IN PARTICULAR SHOULD 
BEPGIVENS EI Rote PR COR SDE CAUCE HEY RANKED CH LGHE Ss LEN aide 
ACQUISITION CRITERIA WHICH WE APPLY TO ALL INDUSTRIES AND 


COMPANIES. THESE CRITERIA ARE: 


* AN EARNINGS GROWTH POTENTIAL SIG- 
NIFICANTLY GREATER THAN OUR BASIC 
BUSINESS, 
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* THE POTENTIAL TO REDUCE THE SEVERITY 
OF iDE PCY. GEREARES WINGS TIEN Inco’s 

EARNINGS, WHICH HAVE TENDED TO REFLECT 
FLUCTUATIONS IN DEMAND IN THE CAPITAL 
GOOD INDUSTRIES, 


A BROAD COMPATIBILITY WITH INCO’S FUNDA- 
MENTAL SKILLS -- MINING, METALLURGY AND 
ELECTROCHEMISTRY, BROADLY BASED RESEARCH 
AND DEVELOPMENT, INTERNATIONAL MARKETING 
CAPABILITY AND A STRONG FINANCIAL POSITION, 


FEASIBILITY, THAT IS, THERE MUST BE A 

HIGH DEGREE OF PROBABILITY THAT WE WILL 

BE SUCCESSFUL IN OUR PROPOSED ACQUISITION, 
IN THE CASE OF ESB, WE WERE REASONABLY CON- 
FIDENT OF SUCCESS BECAUSE ESB’S SIZE SEEMED 
MANAGEABLE, ITS STOCK APPEARED OBTAINABLE 
AT AN APPROPRIATE PRICE AND THE ACQUISITION 
DID NOT SEEM TO POSE SIGNIFICANT AND NOT 
READILY SOLUBLE PROBLEMS OF A BUSINESS, 
LEGAL OR SOCIO-ECONOMIC NATURE, 
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ESR WAS SELECTED IN PREFERENCE TO OTHER BATTERY COMPANIES 
BECAUSE IT WAS ONE OF THE FEW INDEPENDENT COMPANIES ENGAGED 
ALMOST ENTIRELY IN THE BATTERY BUSINESS; IT HAD A LEADING 
POSIT TON VINSONES ORS MOE EMO Fal T> MARKETS, AND IT RANKED HIGH IN 
OUR EVALUATION ORV FUTURES PROEDTABIEITY FROM THE STANDPOINT OF 


EARNINGS GROWTH AND RETURN ON INVESTMENT. 


OUR CONCLUSIONS REGARDING ESB LED TO THE TENDER OFFER THAT 
RESULTED IN OUR ACQUIRING SUBSTANTIALLY ALL OF ITS STOCK. 


As FOR THE FUTURE, LET ME EMPHASIZE AGAIN THAT WE PLAN TO 
CONTINUE TO DIVERSIFY, BUT WE HAVE NO INTENTION OF BECOMING 


A COMGLOMERATE. 


AND NOW, LADIES AND GENTLEMEN, MY COLLEAGUES AND I WELCOME 
YOUR QUESTIONS, EXCEPT THE INEVITABLE ONE, “WHEN ARE YOU 


GOING TO INCREASE THE PRICE OF NICKEL. AND BY HOW MUCH?” 
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